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1                MS. WICKLIFFE:  This is our regulation

2   workshop for the Mortgage Lending Division.  My name is

3   Sydney Wickliffe.  I'm the director of the Department of

4   Business and Industry, the Mortgage Lending Division

5   being one of the departments within the Financial

6   Institutions Division at the present time.

7                Let me give you just a quick minute or so

8   of where we're in the process.  Doug will talk about the

9   various statutes that are significant for the licensing.

10                At the present time we've received about, I

11   don't know, 15 or 18 applications for the commissioner

12   position and our human resources manager is screening

13   through those to make certain that the candidates all

14   meet the minimum qualifications.  We have got some

15   really strong candidates and I'm really impressed and

16   pleased with that.  We will do the first set of

17   interviews probably the last week in September or the

18   first week in October.  Some of these folks are from out

19   of state and their schedules need to be accommodated as

20   well as Doug's schedule.

21                I'm sure you all know Doug Walther

22   immediately to my left.  Doug is the department director

23   for our entire department and at the present time he's

24   also acting as the acting commissioner for the Mortgage

25   Lending Division.  And he will stay in that position
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1   until we get a permanent commissioner and he is most

2   eager for me to find a permanent commissioner as you can

3   imagine.

4                At any rate, Doug's schedule needed

5   accommodating, too, and he's sitting as a hearing

6   officer during the month of September which sets us back

7   a week or so.  Doug and our human resources manager will

8   conduct the first set of interviews, as I say, narrow it

9   down to about half a dozen candidates, then I would

10   invite those final candidates.

11                I will go over the candidates and discuss

12   my selections with the governor, as I always do in

13   selecting an administrator, an agency, then we will be

14   able to make an announcement after that.  So it's

15   looking like somewhere in the neighborhood of 30 to 45

16   days we will have a permanent commissioner.  The office

17   will be located both in Carson City and in Las Vegas,

18   but the commissioner will be located in Las Vegas as I

19   think I probably already announced to you before.

20                I think that's about all that I need to

21   cover.  Everything else Doug can take care of.  We're

22   doing another workshop in Carson City, Tuesday, I

23   believe the 9th, isn't that correct, which will be a

24   mirror image of this one for the people who are located

25   in the northern part of the state.  And I think that
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1   Doug can explain the purpose of today's meeting to you

2   very eloquently and cover whatever questions you have

3   and discussion that you have.  We have allowed plenty of

4   time to make sure that everybody's concerns are

5   addressed.  We have more copies of the agenda on the the

6   back table for what information he's going to cover this

7   morning and in the discussion and that about does it for

8   my part and I will turn turn it over to Doug Walther.

9                MR. WALTHER:  Thank you, Sydney.  On the

10   status of the new division, I would just add that we

11   hope to have the new website up and running within a

12   week or two.  We're in the process of switching over to

13   a new licensing database which will be more or less live

14   on the website and hoping that's going to improve access

15   to information with licensing and the status of

16   applications and so on and improve your access to the

17   status of your licensing applications and your agents

18   and also help free up the staff from having to look up

19   that information manually.

20                I want to explain a little bit about the

21   purpose of this workshop.  I know and notice we talked

22   about having some materials and as you know if you've

23   tried there are no materials.  This is really a pure

24   discussion of general issues that might be addressed in

25   regulations.  There are no proposed regulations at this
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1   point.  I'm anticipating that the new commissioner will

2   receive the transcript of these workshops, and you know,

3   sit down with Sydney and myself and discuss the issues

4   that we think need to be addressed in the regulations

5   and give that person a chance to review this record and

6   then make decisions regarding which direction to go or

7   what regulations to adopt, amend or repeal.

8                Having said that, it's a general

9   discussion, but we do need to keep on topic and notice

10   has I think 10 general subject areas that we will

11   address and I'd like to just discuss the procedure for

12   doing that.

13                There's a court reporter here and this is

14   being recorded so that we will have a transcript of

15   this.  That means we have to do this in some kind of

16   orderly fashion.  I would request that people wishing to

17   comment do so up at the table in front, turn on the

18   mike, speak slowly enough so that the court reporter can

19   take your name and all the information that you have to

20   present.

21                The way we will do this is just go down the

22   issue list, take one issue at a time.  I would ask, too,

23   that if a previous speaker has addressed your concern

24   already, that we not get redundant.  However, if you

25   just wish to come up to the table and say, I agree with
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1   the previous speaker, I would appreciate that.  There's

2   no need to say things two or three times.  We would get

3   the idea if you just say that you agree with this

4   position or that position.

5                One of the other things about the new

6   division I forgot to mention there was a new law passed

7   that allows state agencies to conduct business and send

8   notices, official notices and official communications

9   via e-mail.  I intend to recommend to the new

10   commissioner that we take advantage of that.  The

11   website will have some kind of interactive forum to

12   allow you to agree to use e-mail as your official source

13   of communication with the division.

14                That will really benefit us both.  It will

15   save us mailing costs which the industry is paying for

16   indirectly through fees and whatnot to support the

17   division.  And it will I think facilitate communication

18   on issues with you in the industry.  So there will be

19   more development on that issue as we go along.

20                As far as the general time frame for

21   adoption of regulations, got an open mind, my preference

22   is to let the new commissioner just take this issue and

23   make decisions regarding regulations.  I think it will

24   be a top priority for that person.  However, it's

25   possible as we go through these discussions and I hear
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1   concerns that there may be a need to act more quickly on

2   a particular issue and if that's the case, then I will

3   file or we will draft language and start the formal

4   process and get a regulation on the books as soon as

5   possible.

6                So with that, let's just go down the list

7   and what I'll do, I'll mention the topic, I have some

8   general comments on the topics, I'll make my little

9   statement and then invite people to come up.  When you

10   do, just please identify yourself for the record and

11   make whatever statement or discussion you'd like.

12                I apologize.  I forgot to introduce Ned

13   Reed from the Attorney General's office.  He's here

14   really just to take this in.  I think there could be

15   some discussions today about, you know, how far we can

16   go or what is our statutory authority to address a

17   particular issue through regulations.  We know that we

18   can't rewrite law through regulations, it has to be

19   consistent with the statute.  And I promised him I

20   wasn't going to put him on the spot and ask him for

21   answers today, but we may well identify or you may

22   identify issues that we will have to explore as far as

23   statutory authority and legislative intent, so he'll

24   being assisting me today with that.

25
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1   1:  THE PROCESS FOR APPROVAL OF PROVIDERS OF CONTINUING

2   EDUCATION FOR MORTGAGE BROKERS AND MORTGAGE AGENTS:

3                MR. WALTHER:  The first topic is the

4   process for approval of providers of continuing

5   education for mortgage brokers and mortgage agents.

6                As I said, I see this issue as kind of a

7   balancing act between having something as elaborate as

8   the Real Estate Division which I think comes at a cost,

9   a cost in terms of staff to look at individual courses

10   and instructors and so on and something that's less

11   elaborate but workable.  And I imagine that education,

12   this topic will generate quite a bit of discussion

13   today.

14                I would just note that our statutory

15   authority on education provider approval is much simpler

16   and short than the Real Estate Division.  Their statutes

17   have been developed over the years and they have several

18   statutes that grant specific authority to the Real

19   Estate Commission to adopt regulations to prove not only

20   courses, but instructors as well.  And through the years

21   they have adopted a fairly elaborate and very workable

22   procedure for approval of courses and course providers

23   and instructors.

24                And I intend to recommend to the

25   commissioner that the Real Estate procedure and process
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1   be reviewed because I think it's a good one.  And to the

2   extent that we can borrow from it, we should do that.

3   That would be my recommendation.

4                I also think, and some of you have -- I

5   have received some written comments that have suggested

6   this and we could also explore overlapping subject

7   matter.  I think there are probably Real Estate approved

8   courses that deal with finance issues that would be

9   appropriate for credit in the mortgage area and I think

10   we should explore what those areas are as far as subject

11   matter and course providers and maybe just piggyback

12   onto that process that if we can identify in our

13   regulations a subject matter that's appropriate for

14   mortgage broker and agent education that is being

15   provided through Real Estate approved courses, that we

16   can simply say that the Real Estate approval process and

17   audit and examination process, if that course has been

18   approved by them, we automatically will approve it.  So

19   we don't have to go through the process twice or more

20   for that particular provider.

21                It's also been suggested that we should

22   automatically accept any provider through the public

23   education system which would be the University and

24   Community College system.  You may have some comments on

25   that.  That is a fairly simple way to go about it.  I
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1   don't know of any particular reason why we shouldn't do

2   that, but we will welcome your comments on that area.

3                I'm not sure, and this may be an area we

4   need to explore as far as statutory authority whether we

5   can get into discussing subject matter of the courses.

6   I think that we probably have broad enough authority

7   that we can require certain subject matters be addressed

8   in education.  So I'd invite comments on what you think

9   are appropriate topics for education.  I think at a

10   minimum we should have an ethics requirement and also a

11   federal and state law requirement on mortgage lending.

12   If we had the statutory authority to require that, those

13   should be at least part of those 10 hours should be

14   devoted to those subjects in my opinion.

15                I think the way the Real Estate system is

16   set up and to the extent we're authorized to, I'd like

17   to have some general guidelines for approval of

18   providers and courses.  In general the reg should have a

19   list of appropriate subject matters for the education if

20   any are going to be required.  The regs should address

21   that as well and specify the hours that are required,

22   perhaps two hours, two or three hours of ethics every

23   year or an hour or two of Nevada law on mortgage lending

24   as a requirement and then the rest can be elective

25   within the approved list.
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1                The Real Estate system also has a list of

2   inappropriate subject matters for courses which

3   generally deal with self-improvement, motivation, purely

4   marketing type of issues or commercial issues that, you

5   know, don't really -- may advance your business, but

6   don't really do anything to protect the public.

7                I guess that's about it.  Those are my

8   comments on addressing the approval process for

9   education providers.  So at this time anyone would like

10   to come forward and comment on that issue, please do so.

11                MR. WILLIAMS:  Raymond Williams, past

12   president of Nevada Association of Mortgage Brokers and

13   currently chair of the legislative committee for the

14   Nevada Association of Mortgage Brokers.  We had put

15   together a position regarding the education,

16   specifically I'd like to read this and submit this in

17   writing.

18                (Off the record.)

19                MR. WILLIAMS:  The authority for the new

20   commissioner to set up guidelines and requirements for

21   continuing education approval must be precise and

22   clearly directed towards maintaining the highest

23   standard of all approval curriculum.  As qualifications

24   for course approval are established, teacher

25   qualifications must also be set.  In order to insure
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1   compliance with the continuing education arena,

2   examination of audit procedures should be established

3   for organizations offering continuing education courses.

4                That's the first part of what we actually

5   had prepared in writing to submit.  It was somewhat

6   vague and general and there are intentions behind that.

7   Because what we have, one of the problems that the

8   association has had in trying to deliver the education

9   courses when the law was first put into place where the

10   Nevada Association of Mortgage Brokers was kind of going

11   to be overseeing the majority, this kind of inherited

12   this, it fell upon us.  And Scott us told us there were

13   going to be 4200 agents that had to receive education

14   and you have a not for profit organization becoming like

15   a community college.

16                One of the things we have been concerned

17   about, we have had a lot of growing pains support

18   standard of education.  That was the first thing when we

19   had the -- when we requested to have mandatory education

20   put into place.

21                One of the things has to be realized is

22   that there's a lot of other organizations in the state

23   that also are very qualified for doing education.  We

24   have the Mortgage Bankers Association who is now going

25   to be under the Division of Mortgage Lending.  We have
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1   the Association of Professional Mortgage Women.  We have

2   several groups that derive income from organizations as

3   far as support and are very well versed and deliver

4   excellent education programs.

5                I think what I would like to see take

6   place, and I believe I speak on above behalf of everyone

7   else in our organization, is that these three

8   organizations get together and help to determine and put

9   together the guidelines for approval.

10                One of the things we don't want to happen

11   is for the bar to be lowered as far as the quality of

12   education.  I appreciate very much the fact that you

13   mentioned that we're going to have audit procedures of

14   some sort.

15                One of the things that we're going to put

16   together in our recommendations we're going to put

17   together formal recommendations at a later date to be

18   reviewed by other organizations, but one of the things

19   we're going to put together was that sponsors of that,

20   you have to have an ad, you have to be a commissioning

21   licensed organization, some type of organization.  I

22   believe you would know this Doug as far as statute

23   scope.  Statutes require that in order to -- if someone

24   is going to give a class for money, that they are

25   registered with the state or have had some trainer
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1   courses.

2                MR. WALTHER:  I'm not familiar with the

3   state instructor's certification.  I have heard, I would

4   need to verify or confirm, that instructors for seminar

5   type things are not required to go through any kind of

6   formal education or the commission.

7                MR. WILLIAMS:  That's if it's given by an

8   organization.  If I'm an individual actually receiving

9   money for training that there is some type of statutory

10   requirements.  I don't know what they are, but perhaps

11   that's something that you'd you need to look into.

12                But the audit aspect of it was something

13   very important that we were concerned about because we

14   don't want somebody giving a Tupperware demonstration

15   and giving out mortgage certificates at the end of it,

16   that there would be some kind of file cabinet with

17   records stored so we can actually have the records

18   reviewed.

19                Most important thing is, I was somewhat

20   dismayed when I heard you say that we're going to have

21   somewhere between what the Real Estate Division and

22   because is could be too cost prohibitive and something

23   that something somewhere in between there because I

24   understand that there's costs involved with this, but I

25   think it can also be done without those types of costs



   
       9/3/2003

800-982-3299 702-386-9825 www.lauriewebb.com
Laurie Webb & Associates 9/17/2003

Page 17

1   and perhaps we should have some suggestions from the

2   field as far as ways that could be done.

3                I'm a licensed realtor and I'm not terribly

4   impressed with their selection process or their audit

5   process or overseeing how the education is done in Real

6   Estate.  I think they do a great job, it's far better

7   than most places, but I don't see any reason why we

8   can't come out of the chute and go beyond that.  And

9   that's why I would also like for input from our

10   organization, Mortgage Bankers and Professional Mortgage

11   Women and other organizations in the state to make sure

12   that we have courses.

13                MR. WALTHER:  If I could respond briefly to

14   that, I appreciate that desire, but we need to consider

15   the fact that Real Estate has a commission that meets

16   regularly and I can tell you every part of or every

17   meeting they have virtually they have education on the

18   agenda.  They also have a staff, we could probably look

19   into what their staff is, that's devoted just to

20   education, but our proposed budget has no education

21   staff.

22                So our intent at least starting out is that

23   approval process, whatever it may be, will be performed

24   by the commissioner him or herself at least initially.

25   If there are proposals to have a more elaborate system,
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1   I think you just need to be realistic that if you're

2   going to audit courses, have approval of curriculum and

3   things of that nature, that we're going to need staff to

4   do that and you need to indicate your willingness to

5   support whatever that cost might be.

6                MR. WILLIAMS:  Okay.  I'm saying for myself

7   personally I know that my colleagues, I have a lot of

8   colleagues, agree that the bar if lowered to the

9   approval process for education and the classes, if the

10   bar is lowered and not held to a high standard, it would

11   kind of defeat the whole purpose of it.  So thank you.

12                MR. WALTHER:  Thank you.

13                MR. LEE:  My name is Keith Lee.  I

14   represent the Responsible Lenders.  It's a group of

15   regional and national companies that are in the mortgage

16   lending business both in Nevada and the western region

17   around the country.

18                I would like several components I think

19   that we should consider when we're developing these

20   regulations for education.  First and foremost we

21   support education.  It's important both internally and

22   externally, internally will training our people to do

23   the right thing and to do it correctly and do it as

24   quickly as possible and also to send the message to the

25   general public that we're acting within the law, we're
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1   acting ethically and we're acting officially.

2                Several areas I think that are worthy of

3   consideration as we develop these regulations from my

4   client's perspective are:  One, as I said, we represent

5   a number of regional and national companies to develop

6   their in-house training programs and education programs.

7   I think we should develop a certification method within

8   our regulations by which these national companies or

9   regional companies or even state companies can develop

10   their their own education program, have it certified by

11   you, have continuing certification of those programs and

12   to go forward in that fashion.

13                Secondly, and I don't know that other

14   states have an education program on setting one up like

15   we have, but we ought to be able to have reciprocity

16   with those other states if we have the same kinds of

17   standards where we can review their certification

18   process.  If it meets our standards, then these programs

19   are certified.

20                And finally, everybody, again I'm not sure

21   that there are such companies, but I know from other

22   professions there are national companies that develop

23   these seminars and these programs, hold them in various

24   parts of the country, send out brochures and get people

25   to register for them.  Again I'm not talking about carte
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1   blanch approval, but there should be some certification

2   process within our regulations that allow to us to

3   certify the validity of those types of programs.  That's

4   my comments.  Any questions?

5                MR. WALTHER:  Thank you.  Just so I

6   understand, you're saying large national mortgage

7   companies that have their own internal education

8   programs should be able to get those certified?

9                MR. LEE:  There should be a process, not

10   carte blanche, simply just a large company has an

11   in-house training program and a continuing education

12   program that they have created internally, that doesn't

13   mean from our perspective they should be automatically

14   certified as appropriate continuing education.  But

15   there should be a process set up within our regulatory

16   scheme here that will permit a submission of materials

17   and CV of the instructors and that sort of thing.

18                That will then permit you or the new

19   division commissioner or director to certify those as

20   programs that will receive continuing education.  And

21   again it's our view that once certified that doesn't

22   mean it's certified forever, there has to be a

23   continuing certification process on an annual basis or

24   biannual basis, whatever makes sense, that there's

25   continuing review and audit of the efficacy of these
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1   programs, but consideration should be given in our

2   opinion to those type of programs.

3                MR. WALTHER:  All right.  Thank you.  The

4   idea of reciprocity sounds like a good idea.  I hadn't

5   thought of and you might want to address that in your

6   comments.  It certainly can't be open ended, but I think

7   it could be a way for us to set some standards for

8   approval in small states like Nevada for courses that

9   are national in scope and are going to be offered

10   nationally in other states that may have already passed

11   on the substance of that course that our state could

12   rely on.

13                MR. FRANK:  Nevada Association of Mortgage

14   Brokers.  What you're saying you'd like to -- would you

15   like for to us furnish you some material from other

16   states as well, would that be okay?

17                MR. WALTHER:  I'm just saying that the idea

18   of reciprocity seems to me worthy of exploration.  I

19   don't have anything in my own mind in concrete about how

20   to go about recognizing other states approvals, but I'm

21   just inviting comments on that issue speak today.

22                And also, I didn't mention earlier, I

23   invite written comments.  This record is going to be

24   open for a number of weeks, doesn't have to be today,

25   but please send in written comments and you're welcome
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1   to go so far as to suggest language for regulation.  All

2   of this information is going to help me and the new

3   commissioner.  Thank you.

4                MR. FRANK:  You're going to have to set up

5   and your website to be able to correspond like that I

6   guess, correct?

7                MR. WALTHER:  We will have a comments form

8   on the website that you can submit over the internet and

9   it's a general comment form, but you're welcome to use

10   it to comment on the proposed regulations or on the

11   workshop issues.  Thanks.

12                MR. DAVENPORT:  I'm Leo Davenport with GFD

13   Investments.  I don't think -- I've heard a lot of great

14   comments today, but if you read AB 490, page one, I

15   don't think it gives you the authority to go into the

16   detail that you're talking about in that I testified

17   many, many times in front of the legislature and their

18   will was not to go to that.  We tried to get into the

19   scope of what would be required and they did not want to

20   go to that detail.

21                The regulation simply says as used in this

22   section, certified course of continuing education means

23   a course of continuing education relates to the mortgage

24   industry or mortgage transactions, which is the National

25   Association of Mortgage Brokers or any successor in
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1   their interest or any organization designated for this

2   purpose by the commissioner by regulation.

3                Doesn't allow -- it allows for

4   organizations there.  It doesn't state individuals,

5   doesn't state classes and that is the whole statute in

6   490 as far as the education.  And that actually is an

7   excerpt from AB-645B.

8                I believe at this point with that in the

9   statutes that you should be considering and you should

10   be approving today, I see no reason that you delay in

11   APMW classes, MBA classes and the classes from the

12   University and Community Colleges that have been

13   approved by those organizations.  Thank you.

14                MR. WALTHER:  To respond briefly, the

15   reason we can't do that today is that we need to do this

16   by regulation.  There's a process that we need to go

17   through to do that.  I do agree that the extent of the

18   process of approval for providers is a legitimate issue

19   of statutory construction and legislative intent and I

20   said that right up front, that our statutory authority

21   is minuscule compared to Real Estate and that we can't

22   hope to copy verbatim the Real Estate procedure because

23   we don't have that statutory authority.

24                I don't necessarily agree that it's as

25   limited as you state and I think that we need to explore
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1   and we will probably ask for legal advice on the issue

2   of how we can approach this issue through the adoption

3   of regulations.  There are authority.

4                Our authority may not be limited to the

5   section that you just cite.  There is some general role

6   making authority in the bill and in the statutes and

7   we're just going to explore that.  If it's as limited as

8   you say, then that's probably what we're going to have

9   to propose.

10                So we will just list organizations and just

11   say they can provide education.  We won't specify the

12   courses, we won't have any kind of audit procedure.  We

13   won't get into subject matters.  We will just say you

14   can provide education.  I personally think that's

15   inadequate, but if that's what we're left with as far as

16   the statutory intent, that's what we will do.  Thanks.

17                MR. DAVENPORT:  I don't disagree it's

18   inadequate, but unfortunately I testified in front of

19   the, I don't know if it's the assembly or the senate,

20   and I made basically the same arguments.  They need to

21   specify ethics, they need to specify laws and at this

22   point in time they did not feel the mortgage industry

23   had for lack of another word developed to that stage yet

24   that we were in the beginning.

25                If you look back at the Real Estate
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1   Division in the seventies, they went through the same

2   thing.  They didn't instantly come out with what you

3   have.  It's taken 30 years to get here.  As you pointed

4   out, their education started out in just as big of

5   disarray as ours.

6                So I mean there was testimony given in

7   those assembly and senate committee meetings as to

8   exactly what you're addressing and the fact that it did

9   not come out in the bill as is I think that negates what

10   you're talking about going back and looking legislative

11   intent.  It's obvious they intended to say this and

12   objections will be approved.

13                Currently what you're saying is just a

14   blanket approval for a basis of that you currently

15   approve any class that the National Association of

16   Mortgage Brokers approves, you don't review it any class

17   they want to put out.  So that's already out there,

18   you've already set that as a precedent that whatever an

19   organization puts out as a class is approved.  So thank

20   you.

21                MR. WADHAMS:  Jim Wadhams.  I'm here on

22   behalf of the Nevada Mortgage Bankers Association.  And

23   essentially I would like to echo the comments of

24   Mr. Lee.

25                The association I represent is made up of
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1   mortgage lenders both, some of which are are exempt and

2   some of which are are not under the new law.  A comment

3   was made that the Mortgage Bankers Association is under

4   the auspices of this agency.  Of course as an

5   association it is not.  It is only lenders that are

6   subject to law, not associations.

7                However, having said that, I wanted to

8   confine my comments in this record to the education

9   portion.  The Nevada Bankers Association supports

10   education and quality education and I think as you spoke

11   I think the statute unnecessarily implies the ability to

12   carry forward the mandates of the legislature as

13   expressed on the face of the statute.  A course of

14   continuing education on the the mortgage industry and

15   mortgage transactions cannot be fairly interpreted as

16   suggesting that any courses would comply.

17                We think that there has to be a curriculum

18   standard, a review of the appropriateness for the two

19   specified phases in here, the mortgage industry and

20   mortgage transactions.  Quite frankly as one of the

21   prior speakers said, you don't want a Tupperware sales

22   pitch to end up with a certification.  And I think the

23   common sense of that statement is precisely what I'm

24   speaking about.  It is implicit within this law that you

25   will have to set standards so that the quality and
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1   characteristics of that curriculum and the qualification

2   of the educators is such that there is some sense of

3   validity and reliability to that education program.

4                Much discussion has been made of the Real

5   Estate Division.  I too was involved in that process in

6   the seventies, as well as in the Insurance Division

7   where there is a wide range of programs that can be

8   offered.  So I concur with Mr. Lee that I think there

9   will be a content curriculum and instructors evaluation

10   that certainly can be audited after the fact as well,

11   but I think the critical point in here if there's going

12   to be an education program, that it can be both

13   meaningful and productive.  We want education, not

14   indoctrination.  Appreciate the time.  I'd be happy to

15   answer any questions.

16                MR. WALTHER:  Thank you.  Anyone else

17   wishing to speak on this issue?  If not we will move on

18   to the next one.

19   2.  THE PROCESS BY WHICH THE DIVISION WILL APPROVE

20   CONTINUING EDUCATION CREDIT FOR MORTGAGE BROKERS AND

21    MORTGAGE AGENTS.

22                MR. WALTHER:  The next issue is the process

23   by which the Division will approve continuing education

24   credit for mortgage brokers or mortgage agents.

25                I don't think this should require a lot of
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1   discussion.  Again, I intend to recommend that the new

2   commissioner consult with Real Estate to see how they do

3   it.  I think actually they are in the process of

4   changing that in regard to their -- they have got a new

5   licensing system coming in the future and I think they

6   intend to automate some of that process so that

7   providers can simply e-mail or electronically transfer

8   the list of licensees that have been issued completion

9   certificates and then that information will be

10   automatically entered into that licensee's record.

11                I don't think at least starting out the

12   Mortgage Lending can do that and it will probably just

13   be a simple requirement that you provide a written

14   document that certifies that you've completed the course

15   and indicates the subject matter and the hours of

16   education received.  But I welcome any comments on that

17   issue.

18                All right.  There being no comments, we

19   will move on to the next issue.

20   3.  THE PROCESS BY WHICH THE COMMISSIONER OF MORTGAGE

21   LENDING MAY APPROVE THE CARRY-OVER OF HOURS OF

22   CONTINUING EDUCATION FROM ONE YEAR TO THE NEXT.

23                MR. WALTHER:  The process by which the

24   commissioner of Mortgage lending may approve the

25   carry-over hours of continuing education from one year
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1   to the next.

2                Again, I think this is a fairly simple

3   issue, although it could be implemented in several ways.

4   I have received some written comments on this issue.

5   One suggested just allowing any appropriate class to be

6   used that was taken within a four month period prior to

7   the day it needs to be provided and not counting any

8   credit that was previously used to satisfy the education

9   requirement.

10                That sounds okay to me except I don't think

11   that four month period maybe ought to be used since

12   licensing is an annual event that maybe it should be --

13   well, I think the statute may require it be a 12 month

14   period, but I would just suggest something as simple as

15   you can use any course that you've taken within the

16   previous year of your renewal date that you haven't

17   already previously used to satisfy the education

18   requirement.  So that if a course that you take is

19   basically good or can be used for whatever hours is

20   granted you for another year and you can if you take 20

21   hours you need to renew, you can use the 10 to renew and

22   if it was within that time period and you need to renew

23   again you can use the unused hours.

24                But if you have any comments or would like

25   to flesh that out or make any more specific suggestions
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1   on that area, please do so.  Any comments on carrying

2   forward credit?

3                MR. WADHAMS:  Good morning.  Jim Wadhams on

4   behalf of Nevada Mortgage Bankers Association.  I can be

5   brief because I think my comment tracks upon the prior

6   one.

7                To the extent that the Division now begins

8   to set standards for the curriculum and instructors,

9   which as I stated previously we think is both necessary

10   and provided for under the existing statute, that the

11   carry forward hours should be limited to those that are

12   taken under programs that will meet the new standard

13   that will come out of these regulations.

14                MR. WALTHER:  Yeah, absolutely.  I agree

15   with that, the carry forward hours that wouldn't qualify

16   to begin with and I don't think we need any kind of a

17   elaborate process.  I think the intent is to encourage

18   people to get education and if you go to a course that

19   is going to give you a few extra hours, then you

20   minimally need to not discourage you from taking that

21   course because it's overkill for your statutory

22   requirement.  So we will propose something that allows

23   you within reason to use all the education hours you

24   obtain within a reasonable period of time and it will be

25   hopefully a simple process.
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1                Any other comments on that issue?

2                MR. BURTON:  Hi.  David Burton.  My concern

3   is that the courses that are taken and given year that

4   they can go and repeat the exact same course the next

5   year and that there should be some regulation that's

6   going to prohibit someone from taking the same four hour

7   course year after year and that they should only be able

8   to repeat that once every two years or once every three

9   years of the same course so that they have their

10   continuing education, they will continue to get more

11   education in different areas.

12                MR. WALTHER:  Yeah, I hadn't thought of

13   that.  To some extent I think that issue is covered by

14   requiring subject matter.

15                MR. BURTON:  You see nothing in the

16   regulation that requires -- that prohibits someone from

17   taking the same course over and over each year.  It

18   simply requires 10 hours continuing education.  It

19   doesn't say you can't repeat a course.  Some courses

20   need to be repeated, courses on the law need to be

21   repeated each year, loan officers need to understand

22   what laws are governing them.

23                MR. WALTHER:  Well, that's what I just

24   said.  I think it's a good thing to repeat courses that

25   need to be drilled in again and again and also courses
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1   where the subject matter changes over time.  Laws

2   change, regulations are issued.  So Nevada law on

3   mortgage lending in one year may be different after a

4   legislative section.

5                MR. BURTON:  Legislature is every two

6   years.  It wouldn't change every two years for Nevada

7   law.

8                MR. WALTHER:  I'm not sure of the statutory

9   authority for us to go into that kind of detail as far

10   as not allowing you to carry over a course that

11   otherwise meets standards just because you've taken the

12   same course.  I'm not aware of Real Estate having any

13   kind of standard in that area.  If it's approved

14   material, then I think you can just use it and if you're

15   not willing or interested in expanding your own horizons

16   by taking different courses, I'm not sure how involved

17   the state can get in that issue, but I appreciate your

18   comments.

19                MS. MESSINGER:  Trisha Messinger, Falconi

20   Financial.  Real estate law you cannot take a class

21   every single year at all.  Actually it's every two

22   years, you can repeat the class, but not every single

23   year.  We do not have any other carry-over hours that

24   take you new extra hours, it is for your own benefit.

25   I'm totally against carrying over hours, too.
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1                MR. WALTHER:  Thank you.  I appreciate the

2   comments.  The issue of carry-over was discussed during

3   the session.  I think the intent to allow some

4   carry-over, we're just here to try to flesh that out or

5   get some detail on it.  I will look at the Real Estate

6   statute and regulations on the issue of that you

7   mentioned, you can't repeat courses and if we're told

8   that we have the authority to do that, maybe we will

9   look into making that same specification.  Thank you.

10                Any other comments on the issue of

11   education carry-over?

12   4.  THE TRANSITION FROM A REGISTRATION REQUIREMENT FOR

13    MORTGAGE AGENTS TO A FULL LICENSING REQUIREMENT BY JULY

14    1, 2004, INCLUDING THE LICENSE APPLICATION AND APPROVAL

15    PROCESS BEGINNING OCTOBER 1, 2003 AND THE PRO-RATION OF

16    FEES FOR LICENSES EFFECTIVE LESS THAN ONE YEAR.

17                MR. WALTHER:  Then we will move on to the

18   next issue, which is the transition from a registration

19   requirement for mortgage agents to a full licensing

20   requirement by July 1st, 2004 including the license

21   application and approval process beginning October 1st,

22   2003 and the pro-ration of fees for licenses effective

23   less than one year.

24                To kind of summarize that, the 490 provided

25   transition language in the bill itself that gave us some
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1   idea how to go about transitioning from a mortgage agent

2   registration requirement to a licensing of mortgage

3   agents.  And we specifically requested and they put it

4   into the law, although not perhaps as precisely as I

5   would have liked, the issue of spreading the workload

6   out for the Division staff because nobody benefits if

7   all this renewal takes place in a 30 day period, 5,000

8   agents are trying to renew at once and we have limited

9   staff.  So they addressed that issue.

10                We have already made some decisions on this

11   issue which I will just announce.  I don't think they

12   write the adoption of regulations.  And the reason for

13   the time pressure is that we're in the process of

14   informing agents of the need to renew the registration

15   starting October 1st and we get into a critical time

16   period and we just needed to make some decision about

17   how we were going to handle that.

18                What we have decided is to allow agents

19   renewing from October 1st through June 2004 the

20   opportunity to apply for a license at the same time and

21   be charged a fee that is based on the applicable

22   effective dates of both their registration and their

23   license.  So an agent applying to renew their

24   registration in October will be charged a prorated fee

25   for their registration renewal that is based on an
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1   effective date October through June 2004 and will be

2   additionally charged if they apply for the license

3   application at the same time.

4                A license application fee, which will be

5   prorated on the basis of an effective date of July 1st,

6   2004 through the first of the month after they have

7   applied for the license.  And I hope I haven't confused

8   anyone, what that means basically is that you will be

9   paying a monthly fee for the registration renewal and

10   for the license application will be based on the number

11   of months each is effective, recognizing that the

12   license doesn't become effective until July 1st of 2004

13   and it may expire in less than a year.

14                We don't feel that we can force people to

15   do that because I recognize that people can't predict

16   their own future sometimes.  You may have plans to stay

17   in the business, it may be that there's an agent that

18   wants to renew a registration and those they are going

19   to college or getting married or moving and they don't

20   want to apply for that license.  We can't force people

21   to apply for a mortgage agent license.

22                So it's an opportunity which we encourage

23   people to take because our benefit is that we get people

24   to come in and apply earlier and we spread that workload

25   out from October through June of 2004.  However, if you



   
       9/3/2003

800-982-3299 702-386-9825 www.lauriewebb.com
Laurie Webb & Associates 9/17/2003

Page 36

1   or your agents are not interested in applying for the

2   license at the time your renewal becomes due within that

3   time frame, we'll charge the full license or the full

4   registration renewal fee and then when you apply for the

5   license, if you do decide later to apply for that

6   license, we will charge the full licensing fee.

7                So we're clearly trying to encourage anyone

8   who is currently registered and plans to stay in the

9   business past July 1st, 2004 to apply at the same time

10   they renew the registration.  It just keeps it simpler

11   for you, keeps it simpler for us.  It spreads the

12   workload out and allows us to get started on doing all

13   the processing work that is associated with issuing

14   licenses instead of registrations.

15                Now, the application, we're in the final

16   stages of developing it, it's going to be a one page

17   application.  However, we're going to ask agents to fill

18   out a personal history questionnaire which asks if

19   you're brokers you're familiar with the from the time

20   you got licensed, it asks a lot of questions about

21   history and it gives us a basis for investigating

22   background.  And we need that information in order to

23   conduct a proper background investigation.

24                All this will be available on the internet

25   hopefully within a week or two and you can just download



   
       9/3/2003

800-982-3299 702-386-9825 www.lauriewebb.com
Laurie Webb & Associates 9/17/2003

Page 37

1   the applications and come in and take care of both at

2   the same time.

3                The issue of fingerprint cards may be of

4   interest.  It's my recommendation that we obtain

5   fingerprint cards from everyone applying for licensing

6   after October 1st.  The forms are available at local law

7   enforcements.  We can't control, but I understand that

8   they charge a fee for the processing of the fingerprint

9   cards.  I think it may range from a couple bucks maybe

10   in rural counties to $10 or more per card in other

11   counties, I think it just depends on what agency you go

12   to to get fingerprinted.  But we're going to require

13   fingerprint cards as authorized by the statute which

14   will allow us to do a more comprehensive background

15   check.

16                I think that covers my comments on those

17   transition issues.  If anyone has any comments on that

18   issue, please step forward.  Thanks.

19                MR. SCRUGGS:  I'm Kenneth Scruggs.  I work

20   for Household Financial Group which is as a number of

21   mortgage interests around the country.  I just have a

22   couple general comments I'd like to maybe things to keep

23   in mind as we go through the process down the road and

24   they are mostly housekeeping kinds of things.  If the

25   fact that you just talked about from the department's
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1   point of view, it may be appropriate to talk about those

2   things.

3                We have businesses in a lot of states.  We

4   have to license in a lot of states and the process that

5   we have to go through can be either a good process and

6   an easy process and one that works for everybody or it

7   could be confusing and difficult.

8                Some of the things we have to deal with we

9   would like you all to keep under consideration as we

10   move forward is that the training we give our people be

11   appropriate to the jobs that they do.  There are states

12   where we have to train our people in skills that are

13   more appropriate for a mortgage broker as opposed to a

14   mortgage lender and we think as much as possible you

15   should keep the licensing for specific kinds of people

16   appropriate to what they actually do.  That leads us to

17   support from what Mr. Wadhams and Mr. Lee suggested that

18   in-house training if we can get those programs approved

19   is a good way for the states to go and for us to go.

20                The third part to that raises the issue

21   whether or not licenses that are given are transferable.

22   Should an employee leave one company and go to work for

23   another, are they still a licensed mortgage lender or do

24   they have to reapply for the license?  I'm not going to

25   take a position on that today because I'd like to get
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1   out of here alive, but it is something that I think that

2   you ought to take a look at down the road.

3                Just as overall general comments, as we

4   move through the regulatory process we ask you be

5   sensitive to your licensing people and the kind of

6   things they have to go through to get these things done.

7   We will submit the comments that we need to submit to

8   keep the process going.  We just hope you'll be

9   sensitive to that, too.  That's it.  Thank you.

10                MR. WALTHER:  Thank you.  I'll have to

11   confirm, but I believe the issue of license

12   transferability is addressed in the law.  I know there's

13   a requirement, there are requirements for being

14   associated with a licensed broker if you're an agent and

15   there are procedures and requirements for terminating

16   that association, but I don't believe the law requires

17   that you reapply or start the whole process over if you

18   terminate employment with one broker and then go to work

19   for another.  I think it's just simply a matter of

20   filing the paperwork that evidences your termination and

21   the paperwork that confirms you've become associated

22   with another licensed broker.

23                MR. DAVENPORT:  Leo Davenport, GFD

24   Investments.  First of all, I have a question.  I cannot

25   find in the statute where it states that you have to
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1   wait until July 1st to issue the license.  Am I missing

2   it in 490?

3                MR. WALTHER:  The statute says we can start

4   issuing, accepting and issuing licenses after October

5   1st.

6                MR. DAVENPORT:  That's what I agree, I

7   would think it would simplify the process instead of --

8   and I commend you on your attempts here to eliminate

9   work, but why don't you simply instead of as of July 1st

10   issue the licenses instead of double issuing the

11   registration and then issuing a license,  doing your

12   double work?

13                MR. WALTHER:  Maybe I wasn't clear on that

14   point.  We do intend to issue licenses before July 1st.

15                MR. DAVENPORT:  You said the registration

16   would run from October to June.  You're going to issue a

17   license October 1st and you're going to just charge them

18   the fee of a registration.

19                MR. WALTHER:  We were going to charge them

20   a fee based on the fact that the registration is only

21   effective through June and a fee for the license based

22   on the fact that the license isn't effective until July

23   1st.  It doesn't say anything about when we issue the

24   license.  I didn't say anything about when we issue the

25   license, but if we're prepared to issue a license July
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1   1st, we will, but it won't have any effect until July

2   1st.  It's not required by the law and it doesn't carry

3   -- doesn't have any legal impact except for the fact

4   that the renewal is one year after the date of issuance.

5                MR. DAVENPORT:  That's what I was asking

6   where in the statute it says that July 1st date?  I

7   didn't see that in AB 490.

8                MR. WALTHER:  The statute does say that the

9   license requirements doesn't become effective and that

10   as a result the license has no effect until July 1st

11   regardless of the date of issuance before that date.

12                MR. DAVENPORT:  Where is that, in what

13   section in AB 490?

14                MR. WALTHER:  It's in one of the transition

15   sections at the end of the bill that deals with

16   effective date of the bill, but I'm not going to go into

17   it.

18                MR. DAVENPORT:  Well, I'm just saying I

19   would disagree with that.  I think as of October 1st to

20   eliminate double work and double efforts for everybody

21   you could eliminate the registration and start to issue

22   licenses.

23                MR. WALTHER:  I think the law is equally

24   clear that registration requirements in the law

25   presently are in effect until July 1st, 2004 and we have
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1   to enforce that law.

2                MR. DAVENPORT:  I think the section refers

3   it mortgage bankers and exempt is in effect and they

4   don't have to relicense until those dates.  So okay,

5   I'll hold other comments until I look at the sections

6   you're referring to then.

7                MS. SCHRAMEL:  Diane Schramel.  I'm with

8   Summerlin Mortgage.  When you were talking about the

9   licensing, I just wrote down a number of different

10   questions I would have because the process that you

11   produce without having loan officers licensed, but just

12   having them registered was very cumbersome.  So I'm

13   concerned that now we might be creating another equally

14   cumbersome process.

15                And so I just wanted to suggest a few

16   things to think about and consider when you're going

17   through this process.  I understand what you're doing

18   about prorating and then encouraging people to license

19   up front, but does that then mean are we still on the

20   same standards that they are then going for renewable on

21   their dates of renewal instead of all at one time in

22   June, for example?  Because I know that's a huge

23   concern, so I would hope that that would be spaced out

24   throughout the year, that would be the same as the

25   registration.
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1                And then are loan officers who are licensed

2   now going to be tracked by or tracked or I should say

3   recorded or categorized by number as broker licenses?

4   Are they going to be?  Because one of the things about

5   broker licenses, I've never understood every year we're

6   issued a new broker license number which seems absurd to

7   me that and you have a system that you have no way of

8   tracking if somebody has been a broker for 10 years or

9   12 years or whatever.  So if a loan officer is going to

10   be licensed, they should have a number and that number

11   should stay with them from the time, the life that they

12   are a loan officer and that way whenever you have your

13   software program, hopefully you would be able to track.

14   It makes common sense to me.

15                Then also if you're going to encourage

16   licensing up front, how is that going to work if you

17   don't have the education?  Because 10 units isn't

18   required until June 30th, but five units is required

19   before.  So how can you be licensed?

20                And then the last thing that I wrote down

21   is are brokers still -- if loan officers are licensed

22   individually, are brokers still responsible the same

23   manner that they were before?  In other words, notifying

24   the state when they are coming on board or employed by

25   that company and also when they are terminated and we
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1   still have to send in to the state and is all that in

2   the same format that it was before?

3                That's a hugely burdensome process and I

4   know that's written in as statute, but it just seems to

5   me that a lot of that could be streamlined.  The fact

6   that I have to as a broker keep an education certificate

7   and I'm supposed to have the original, then I have to

8   return the original when the person leaves me.  Why do I

9   have to be responsible for that?  I mean I understand we

10   have -- we're supposed to have control, but there are

11   certain practical things that just make no sense

12   whatsoever, especially now.  If you're licensing loan

13   officers, where are you going to notice them, are you

14   noticing them at the broker's office?  Are you noticing

15   them at their home address?  So anyway, those of some of

16   my concerns.

17                MR. WALTHER:  Thanks.  I appreciate.  I

18   could respond to some of them.  And renewals, the intent

19   of what we're trying to do by transitioning from

20   registration to licensing is to keep roughly the same

21   annual renewal date for agents that they have for their

22   registration.  It won't be exactly the same, but we will

23   be within a 30 day period so that roughly agents coming

24   in agents whose registrations expire in October will

25   then have a November 1st license renewal date.  So that
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1   will be staggered and that's the intent of trying to

2   encourage that.

3                I agree with you regarding license numbers

4   and our new system will, although it will needs to

5   regenerate numbers for licensees, that number will be

6   retained from year to year.  And we intend to note on

7   the licensing the date of original licensing and make

8   that available.  I think that's public record and we

9   will put that up on the internet.  Somebody looking up

10   that license will see when they were originally licensed

11   and what their license number is.

12                The education requirements, I may need to

13   look into that some more.  It's my understanding that

14   the bill, that the 10 hour requirement for agent

15   licensing does not take effect until the first renewal

16   after July 1st, 2004.  So there will be no education

17   requirement for licensing mortgage agents initially and

18   the only education as I understand that will be required

19   would be that required to renew a registration which I

20   think is five hours presently.  So that, you know,

21   subject to check, that is the way we would intend to

22   handle that issue.

23                The supervisory requirement, I think the

24   intent of the bill was that those statutory requirements

25   and obligations to supervise agents remain the same,
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1   that the bill didn't change any of that.

2                But are there areas where the

3   administration of that we can improve?  I welcome

4   comments if, you know, if there's a way we can simplify

5   the paperwork requirements for reporting terminations of

6   agents or things that where we're doing administratively

7   that you think are cumbersome, please write us a letter.

8   We're going to a new licensing system, we're starting up

9   a new agency, we're open to ideas to improve the way we

10   administer things and if we can accommodate that, we

11   will.

12                The notice to agents, right now the intent

13   is that the official address of an agent is the office

14   they are associated with.  And that will continue

15   absent, you know, any better suggestions.  We do intend

16   to implement e-mail notice and I can't think of a reason

17   why we can't accept individual e-mail notice to agents.

18   However, the intent of the law is clear to me that

19   brokers are intended to have an obligation to supervise

20   agents and to stay on top of what they are doing.

21                So it may be that we will require notices

22   sent to individual agents be copied to a broker just so

23   they know what's going on.  And I don't see how that's

24   burdensome, but we're open to suggestions.

25                MS. SCHRAMEL:  Are you going to be
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1   compiling information or asking about e-mail addresses

2   then to notice brokers, et cetera?  Is that something

3   you're working on?

4                MR. WALTHER:  We're working on how we're

5   going to go about accepting and entering, keeping a

6   record of agreements that brokers and agents give us to

7   use their e-mail address as the exclusive means of

8   communicating with them.  I think the regs may address

9   that in some minor way, but we were going to get to that

10   later today as the last topic, but I can see having a

11   requirement that e-mail communications, official

12   communications regarding an agent's license just be

13   copied to an e-mail address that the broker designates,

14   not for any purpose other than that the broker has the

15   right to know what their agent that they are employing

16   is doing with their license.

17                MS. SCHRAMEL:  I agree.  Thank you.

18                MS. WEISE:  Good morning.  I'm Janine Weise

19   and I'm visiting here from the state of New York looking

20   at the mortgage industry and to become a mortgage agent

21   here under a licensed broker.  I have limited exposure

22   to the transition to licensing in the insurance

23   industry, real estate industry and obviously the

24   mortgage industry.

25                And it would seem to my company what I
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1   would expect from the state is to have a very simple

2   on-line registration for registration initially and

3   ultimately licensing, you're established a master number

4   that you have to renew that you can keep track of

5   on-line and is available to the public through perhaps

6   the Secretary of State.

7                I would expect that if you had an annual

8   requirement for continuing education in law as well as

9   ethics, that you could do that on-line and simply submit

10   a completion identification number much like other

11   on-line courses because it's something that you don't

12   necessarily have to attend, but it's the same course

13   over and over you could certainly take it on-line.

14                I would also expect that the industry

15   associations that really serve this industry in the

16   state of Nevada could very simply propose to you a list

17   of 12 approved courses that could be taken with the

18   understanding that you're not supposed to repeat the

19   same course.  Most lenders have their own curriculum for

20   develop support of their agents and loan officers and

21   support staff, but I would think that the industry and

22   the lenders involved in the associations could present

23   courses that then would be appropriate.  That you could

24   have a simple list of 12 courses on-line, you know you

25   have to get this done before your annual renewal, and
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1   you would receive an approval code that you passed the

2   course.

3                I know that not everyone is set up for

4   electronic business registration, but if you had an

5   opportunity to take a course on-line versus attending

6   one for several hours and coming up with that, that

7   people would find a way to do that.

8                So I would hope that again my coming in

9   would, you know, I would like to see it very simple and

10   I think all the people that have spent all the work

11   proposing the regulations coming up with the ideas of

12   courses could get it approved, get it done and you

13   should be ready to go by July 1st then with the next

14   renewal again have everything done on-line and I think

15   it would be very simple.  It wouldn't create a large

16   need for staff that would be expensive and I think the

17   course work could be very inexpensive also and would

18   keep your licensing fees down.  That's my comment.

19                MR. WALTHER:  Thank you.  Any other

20   comments on the issue of transitioning to the mortgage

21   agent licensing?

22   5.  THE LICENSING BY JANUARY 1, 2004 OF MORTGAGE BANKERS

23   FORMERLY EXEMPT FROM LICENSING PURSUANT TO NRS

24   645B.015(6) OR 645E.150(6), INCLUDING THE POSSIBLE

25   ISSUANCE OF PROVISIONAL LICENSES SHOULD APPLICATION
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1   PROCESSING NOT BE COMPLETED BY THAT DATE.

2                MR. WALTHER:  We'll move on to the next

3   issue, which is the licensing by January 1st 2004 of

4   mortgage bankers formerly exempt from licensing pursuant

5   to NRS 645B.015(6) or 645E.150(6), including the

6   possible issuance of provisional licenses should

7   application processing not be completed by that date.

8                What that means is that AB 490 repealed the

9   exemptions found in the statute mentioned and included

10   language that requires companies that are currently

11   exempt under those provisions, while it provides two

12   things, their exemption is good until the end of this

13   year and expires at the end of this year and the

14   licensing requirement if any applies to them takes

15   effect on January 1st, 2004.

16                This presents an issue and challenges to

17   the Division, the new Division, that are different from

18   the transition to licensing agents which involves

19   basically going to the license from NRA existing

20   registration process.  It's a shorter time frame.  It

21   also raises I think more complex licensing issues.

22                But my general comments on the issue is

23   that the first step for any company that finds itself in

24   that position that it has what we call a category six

25   exception.  The current law does require that you have
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1   -- that you register that exemption or that you receive

2   a piece of paper that says you were exempt under that

3   provision and you're in a position where that

4   certificate is no longer valid after July -- or excuse

5   me -- January 1st of 2004.

6                The first issue is do I need to be

7   licensed?  The process for obtaining the exemption is

8   fairly simple.  The fee was I think reasonable and I

9   think a lot of companies that were doing business, that

10   are doing business in the state or some at least, I

11   don't want to try to quantify it, obtained an exemption

12   certificate just because it was easy and inexpensive and

13   they knew they were covered.

14                However, their activity in the state may

15   not be subject to any licensing at all if they are truly

16   wholesale lenders or not holding themselves out to the

17   public as being able to offer the services that require

18   licensing under our statute, they may be in a situation

19   where they can let that exemption certificate expire and

20   they don't need to get a license.

21                However, I can tell you from my experience

22   just since this AB 490 has passed and the inquiries I've

23   gotten is that there are a lot of questions out there

24   about if you were an exempt company, what do you need to

25   do and when do you need to do it?
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1                And I can also tell you from experience as

2   a lawyer interpreting licensing statutes, that sometimes

3   licensing issues can be complex and they depend on the

4   factual circumstances of individual situations.  So it's

5   difficult to make generalizations about jurisdiction

6   issues and the reach of licensing statutes and you have

7   to just look at specific cases.

8                But my main point is that it isn't

9   automatic that someone who has a category six exemption

10   certificate needs to get a license.  They first need to

11   just examine their activities and if they have

12   questions, they can contact the Division about what they

13   do in the state and whether it requires licensing.

14                There is a process already in the law for

15   obtaining advisory opinions or declaratory rulings from

16   an agency.  We can assist with that.  It's usually just

17   a simple process of writing a letter, making

18   representations about what you do in the state and

19   getting a letter back saying, assuming those facts are

20   true and that's all you do, you don't need to be

21   licensed or, you know, perhaps you do need to have a

22   banker's license or a broker's license.

23                So the coming months I think we will be

24   seeing that process and I am encouraging people who call

25   me about this issue to write their situation in a letter
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1   to us so that we can make a ruling on that issue.

2                The other aspects of the issue is assuming

3   you determine that as a formerly category six exempt

4   company that you need a license, which license do you

5   need?  There are 645B and 645E and we attempted in our

6   summary of AB 490 to provide some general guidance on

7   that issue, but generally the 645B license is required

8   of anyone who is going to broker loans and the 645E is a

9   license for companies that are mortgage bankers that are

10   lending their own money, with the exception under 645E

11   that you can broker certain types of commercial loans,

12   but that also is an issue that needs to be explored.

13                If you were previously exempt, you need to

14   determine what type of license you need to apply for.

15   I've counted something upwards close to 300 companies

16   that are currently exempt under category six either 645E

17   or 645B.  I think a certain percentage of those may

18   determine they don't need to be licensed and they don't

19   need a formal exemption.  However, assuming that even

20   half of that number comes in for licensing, that's going

21   to be a significant presence of work for the new

22   Division to accommodate.  And I think it's realistic to

23   assume that we're not going to get background checks and

24   all that licensing processing done in time to issue

25   licenses perhaps as many as 300 licenses by the end of



   
       9/3/2003

800-982-3299 702-386-9825 www.lauriewebb.com
Laurie Webb & Associates 9/17/2003

Page 54

1   this year.

2                So what I think the regulations need to

3   discuss is some provision for a provisional license so

4   that we can authorize issue either a receipt or a

5   license that's conditional on further processing of the

6   application so that if you get your application in by

7   January 1st, you will either get a receipt that says you

8   can work off this receipt or this receipt authorizes you

9   to engage in the activity pending complete review of

10   your application or perhaps a license that says on its

11   face that it's conditioned on our complete review of

12   your application.

13                I think that that's just the reality that

14   we can't process that many applications and issue all

15   those licenses by January 1st.  On the other hand, I

16   don't think it's unrealistic to expect these companies

17   -- this bill will have been in law for six months at

18   that point.  We're discussing the issue now.  To assume

19   that the companies can start now to determine what they

20   need to do and if they need to get a license, that they

21   apply for the license.  The brokers and the bankers

22   licenses are already available on line at the Financial

23   Institutions Division website.  It is a lengthy

24   questionnaire, but it's not impossible to fill it out.

25                So we would expect those applications be in
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1   by January 1st.  And if our proposal is that if they are

2   not, if they are not, why we're going to assume that you

3   decided you don't need to be licensed, but if we find

4   out otherwise, you know, we're going to take regulatory

5   action.

6                So we expect that the companies that are

7   affected by these provisions of AB 490 will analyze

8   their situation now and if they determine they need the

9   license, to get the application in by January 1st and

10   then we will accommodate them as far as having the

11   authority to continue doing business pending a complete

12   review of their application.

13                On the issue of agents or companies that

14   determine that they need to obtain a broker's license,

15   it's our proposal at this point to not require

16   registration, although technically I think the law on

17   registration applies equally to those companies and it's

18   effective until July 1st.  It just seems absurd to

19   require those companies to submit their agents for

20   registration for a period of less than half a year when,

21   you know, realistically it takes that long to

22   investigate the background of them.

23                So it's our proposal that for companies

24   that are now currently exempt under category six, that

25   we will not apply registration requirements, we will
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1   just apply the licensing requirement for any of their

2   agents that need to be licensed by July 1st of 2004.

3                That's all I had on that issue.  I welcome

4   comments on the issue of licensing formerly exempt

5   companies or brokers.

6                MS. RHABI:  My name is Barbara Rhabi,

7   R-h-a-b-i.  I work with a wholesaler and as such I'm

8   very concerned about the licensing of the companies both

9   bankers and brokers and the loan officers.  So I have

10   some questions.

11                I've reviewed the information and I'm still

12   kind of confused.  645B you just stated is for brokers,

13   645E is for bankers who also want to broker, but you

14   said broker commercial.  A lot of the bankers broker

15   residential.  They don't have the products that

16   wholesalers have.  So a lot of the bankers do broker

17   residential.

18                So my question is right now a mortgage

19   banker who wishes to broker has to have a mortgage

20   broker exempt license versus a mortgage banker exempt

21   license.  Now, when the laws change and the bankers

22   wanted to broker to us, we had to ask them to get a new

23   license and they were just as confused.  But according

24   to our attorneys, mortgage banker who brokers has to

25   have a mortgage broker's exempt, not a mortgage banker.
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1   So that's one thought.

2                MR. WALTHER:  Okay.

3                MS. RHABI:  Let's go with that thought

4   right there because I have some others.

5                MR. WALTHER:  All right.  I can't speak

6   completely to that issue because I was not previously

7   involved in the administration of Financial Institutions

8   and I don't know exactly how they went about determining

9   whether you needed a 645E exempt or a 645B, but I

10   suspected it was based on their understanding of your

11   activity, that if your activity, your business would

12   otherwise fall under one of those two chapters, but you

13   were exempt for the reasons explained in category six

14   exemption, they would issue that type of exemption.

15                I think basically for practical purposes

16   the exemptions are the same, the grounds for issuing

17   them are the same and effect is the same.  If you're

18   exempt under one chapter, you're exempt under both

19   chapters.  So it's not a big substantive issue.  If you

20   had one exception or the other, it doesn't really

21   matter.

22                The issues though becomes important when

23   you need to decide what kind of license you get because

24   then there is a more substantive difference between

25   getting licensed under 645B and/or 645E as far as what
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1   that license authorizes you to do.  And you know, I

2   can't get in the specific licensing issues today, but

3   645B is for brokering or doing banking activity.  It's

4   ann all inclusive authority.  It's the broadest

5   licensing authority that we have in the state is 645B so

6   anyone really I think could be if you're licensed under

7   645B, I think you can do all the activity that is

8   authorized under 645E as a general statement.

9                645E I think is viewed as a subset of the

10   authority granted by a 645B license.  It's limited to

11   make mortgage loans using your own capital as defined in

12   the statute or making a very limited the class of broker

13   loans which are limited to commercial loans I think sold

14   to institutional investors.

15                So if you want to broker residential loans,

16   you need to a 645B license.  If you're going to

17   exclusively lend your own capital, you can get by with a

18   645E.

19                But in between there I recognize there's

20   going to be situations where we just need to examine the

21   circumstances and issue a ruling on a license issue.  I

22   can't do that today, but I can encourage you to write a

23   letter laying out your situation and we will respond in

24   writing and tell you what our position is on that.

25                MS. RHABI:  My next question on licensing



   
       9/3/2003

800-982-3299 702-386-9825 www.lauriewebb.com
Laurie Webb & Associates 9/17/2003

Page 59

1   is for companies, specifically mortgage brokers who have

2   approved branches where the branches themselves are

3   licensed have many mortgage brokers who have loan

4   officers who rent an office space and do their own thing

5   out of their own office, but use their main office as a

6   license address.

7                It becomes very -- for a wholesaler to go

8   visit a variety of offices under one name by only one

9   office is licensed and the not other, the other three to

10   six or whatever, that becomes an issue.  How do you

11   propose to handle that?

12                MR. WALTHER:  Offices are all supposed to

13   be under a licensing scheme licensed with the Division.

14   All branch officers of a broker are supposed to be

15   licensed.  All agents are supposed to be associated with

16   a particular licensed office.  There is no authority to

17   my knowledge to allow agents to work in other locations

18   or to have their own office space except in a personal

19   sense.

20                But as far as meeting the public, doing the

21   licensed activity, that has to take take place at a

22   licensed branch office that they are formally licensed

23   with.  They can't even do activity at a branch that they

24   are not licensed with.  I think that will be clear that,

25   will be clear in our new licensing system whereas it is
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1   may not be as clear now what particular branch you're

2   authorized to work at, but it will be clear in the new

3   system you'll be able to look up an agent's name and

4   you'll see not only the broker, but the office that that

5   agent is authorized to work at and that's it.  If

6   there's information about other activities or people

7   opening offices that aren't authorized, that's a matter

8   for regulatory action as far as I'm concerned.

9                MS. RHABI:  I have one other question.

10   Internet loans where many companies are on the internet

11   doing loans, but they are not licensed in Nevada, but

12   they are located in other states and people just go to a

13   website, they fill out an application and they get a

14   loan regardless of where the property is, whatever

15   company the internet companies are making loans and they

16   are not licensed in Nevada, how are you handling that?

17   That's a major issue as well.

18                MR. WALTHER:  That's a difficult issue and

19   I personally think that it needs legislative attention.

20   It's not something that we can effectively address in

21   regulation because we haven't received enough

22   legislative direction on the issue.

23                I think technically the internet is

24   available to Nevada residents and you could make an

25   argument that something that is available to Nevada
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1   residents means they are holding themselves out in

2   Nevada.  I think you could also make the argument that

3   it's a national medium, a worldwide means of

4   communication that doesn't know states boundaries and

5   you can't, except other than maybe put a disclaimer on

6   your websites that you're not licensed in a particular

7   state keep it from Nevada residents.

8                There's also the issue of where does the

9   physical activity take place?  You may fill out an

10   application on-line, but it will be sent and processed

11   and looked at and maybe even closed in another state and

12   does Nevada have jurisdiction over that type of

13   activity?  I don't know.  These are difficult issues.

14                I don't think -- I don't think that we're

15   going to effectively deal with that issue unless there's

16   either national legislation that attempts to define

17   those boundaries or at least some state efforts to do it

18   or unless there's a physical basis.

19                You know, the internet is just a means of

20   communication.  The people behind an internet site exist

21   somewhere and they are engaging in activity.  If they

22   are doing it in Las Vegas or Reno, you know, we

23   definitely have jurisdiction to go in.  But if they are

24   doing it in Florida, you know, there are practical

25   limits to what we can do to enforce our licensing law.
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1   But, you know, I guess as a general statement, if it's

2   taking place physically in Nevada and we know about it,

3   we will do our best to enforce that licensing law.

4                MS. RHABI:  Okay.  Thank you.

5                MS. BACH:  Kit Bach with Sterling Capital

6   Mortgage, also Nevada Mortgage Bankers.  I'm confused

7   about this banker's former exempt.  I'm a mortgage

8   banker.  We do broker about five percent of or less of

9   our residential loans to wholesalers.  So does that mean

10   we have to have the 645B license?

11                MR. WALTHER:  I think so.  There's no

12   percentage in there.  It's either do or don't.

13                MS. BACH:  Now you're raising the problem

14   we have not been formally licensed or registered.  So

15   consequently you have one set of rules for the brokers

16   that says they don't have to be licensed until July 1st,

17   2004, but bankers have to be licensed January 1st, 2004.

18   That seems onerous on us.  We have to get educated, we

19   have to apply and we have to be licensed.  Which way are

20   we going to get?  We don't to do it until July 1st.

21                MR. WALTHER:  That is a good question.

22   Yeah, if you were, the law requires you now if you're

23   doing the activity to have the exemption.  So I really

24   can't have a lot of sympathy for people in the situation

25   that they should have had the exemption and by virtue of
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1   that exemption they would be granted this limited

2   status, at least this provisional license that will

3   allow them to continue in business.

4                You still have time to get an exemption.

5   So if you determine you need the exemption, I think you

6   should get it and then apply for the license by January

7   1st and you'll be in the same situation that all those

8   other companies are in.  As far as the education, I

9   hadn't specifically thought of that.  That's a good

10   issue.  We will have to address that.

11                I think just off the top of my head,

12   expecting companies that are really just learning about

13   this law in these months to have obtained that, well,

14   actually it's 10 hours for a company coming in to get

15   licensed, I think the law requires 10 hours.  It may be

16   that that's unreasonable to expect and that we can grant

17   you some more time to get that education, some period of

18   time into 2004, but certainly I wouldn't relax about it.

19   I'd be trying to get that education.

20                MR. WALTHER:  Mr. Davenport, let her finish

21   her comments.

22                MR. DAVENPORT:  I just wanted to say there

23   is no education requirements.  On 645B there is no

24   education requirement if you look at the statute.

25                MR. WALTHER:  It's only the renewal?
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1                MR. DAVENPORT:  It's only the renewal.

2   They wouldn't have the education until 2004.

3                MR. WALTHER:  Well, I stand corrected then.

4   That's not a problem for you.

5                MS. BACH:  Good.  There are a couple of

6   things that were spoken about earlier other regarding

7   the education.  We mentioned mortgage banker, mortgage

8   brokers companies that have very good programs out

9   there, GE and a lot of other big mortgage insurance

10   companies have very good courses.  They offer no

11   expense.

12                MR. WALTHER:  Well, I would encourage you

13   to provide us information on that.  There's been

14   previous testimony today about allowing the approval of

15   in-house education programs.  We can't consider that

16   unless we have the information that lets us evaluate it.

17   So please let us know about other programs you think are

18   suitable for approval.

19                MS. BACH:  One last thing about bricks and

20   mortars, about the the internet if you mention if you

21   have notice of it.  Well, when a case is typically

22   recorded and all loans that take place on that property

23   have been recorded, so you're being notified if they are

24   using interstate company when they can refer to records,

25   their name is on the internet, some company say attempts
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1   to record it, then you have to record in Clark County.

2   That's being notified to the state that they are doing

3   business in the state, don't they have to apply?

4                MR. WALTHER:  I think last session the

5   mortgage brokers thought the same thing and they tried

6   to pass a law that would have required -- well, does

7   require I think escrow agencies to check on the license

8   status of loan and transactions that they are

9   processing.  However, I think through oversight they

10   didn't cover the vast authority of those types of

11   transactions which take place through title companies

12   which are regulated under a different NRS chapter.

13                So I suspected that that will be on the

14   legislative agenda in the future.  I can't predict its

15   success, but absent some type of law that requires the

16   licensee that to process escrows to check licenses,

17   there is no current requirement for them to do that and

18   we certainly can't check every single recordation in the

19   state to make sure that that company's properly

20   licensed.  It's just not feasible.

21                MS. BACH:  Last point, you mentioned we

22   can't do business at other locations, like for example,

23   Sterling Capital Mortgage has two offices.  I personally

24   like that idea.  I like that idea myself.  But if you

25   have the Real Estate Division, you have a Prudential
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1   agent, for example, may take whatever.  We got clients

2   in Green Valley, they may take the application on West

3   Sahara.  In this mobile society you try to make it

4   easier for the client.  I personally, as I say, like

5   that idea, but with the laptops, everything, we often

6   work at different locations.

7                MR. WALTHER:  You, know it's -- to me it's

8   a rule of reasonableness.  When you say you work at a

9   licensed location, that doesn't mean you can't take a

10   phone call in your car going to lunch or you can't stop

11   by somebody's house to give them paperwork.  It's a

12   service industry and I don't think we're saying that.

13                What we're saying you can't open an office

14   front some place as a mortgage agency or an agent and

15   put up a sign saying, you know, I'm John Smith Mortgage

16   and hold yourself out that way or feel that you're free

17   to use your company's offices because you're not.

18                So somewhere in between there there's a

19   line and I can't tell you exactly where it is, but it's

20   just a rule of reasonableness.  If you formally you got

21   a desk at the office, you got a phone number there, you

22   take your calls and messages there, you go there to do

23   your paperwork, then fine.  If you want to take a call

24   in your car, make a call from home, you know, use your

25   laptop to work outside the office, as far as I'm
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1   concerned, that's fine and that's not the abuse of

2   practice of setting up shop somewhere else.

3                MS. BACH:  The last thing I'd like to make

4   a comment on that is the mortgage companies have an

5   arrangement where they may have an agent sitting in that

6   office, they have an assigned office, but that's not

7   their branch or location, you're going to get that desk

8   and phone number needs to be licensed then?

9                MR. WALTHER:  I'm not in a position to make

10   rulings today, but I think, yeah, you're not associated

11   with that office, you shouldn't be there.  You can

12   change your association.  We're going to make it easier

13   for you to change your association, make changes.

14                So if, you know, if you're on the West

15   Sahara office and you want to move to the Flamingo

16   office, you change your office location.  We want to

17   know where those agents are associated with so if we get

18   a complaint against that agent, we know which address to

19   go to.  It's really that simple.

20                MS. BACH:  All right.  Thank you.

21                MR. OCHS:  Bill Ochs, Nevada Mortgage.  We

22   never abbreviate our name.  The relevance of my question

23   is why licensing?

24                MR. WALTHER:  Is that it?

25                MR. OCHS:  Yeah.
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1                MR. WALTHER:  My answer is because.  You'd

2   have to ask that question to someone else besides me.

3   That was a legislative determination.

4                MR. OCHS:  But obviously it's done for a

5   purpose.

6                MR. WALTHER:  Yeah, it is.

7                MR. OCHS:  And the purpose is to keep track

8   of people, the purpose is to protect the consumer of

9   Nevada, the purpose is what?

10                MR. WALTHER:  There could be multiple

11   purposes really.

12                MR. OCHS:  Okay.  With that in mind, then

13   when you're taking a look at some of these situations, I

14   think, you know, if obviously this is a Nevada license

15   and it's probably there to protect the business quality

16   as well as to protect the consumers that are obviously

17   here in Nevada because that's basically I would think

18   what this licensing is all about so that things don't

19   happen that hurt consumers.

20                From that standpoint then as far as, you

21   know, some of these regulations and some of these

22   requirements I don't have a problem with them.  I just

23   also have a problem with, you know, the burdensome tasks

24   of the way businesses are conducted because no mortgage

25   company runs their business exactly the same way.
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1                I've been in business here and licensed and

2   incorporated in Nevada for 25 years.  Things have

3   changed a lot and I still conduct business as a single

4   operator in a location, but you know there's some

5   companies that are renting 3,000 square feet and have

6   150 loan officers.  I can't all of a sudden believe that

7   the state doesn't know that they aren't all taking loan

8   applications at the same time.  Where are they taking

9   the apps?  Where are they located?

10                I agree with you that I think licensing is

11   important and I think, you know, but I still think that

12   you have to examine each item that you're looking at to

13   make sure that you're going to have the ability to

14   follow through and police the regulations because

15   there's abuses that are occurring routinely, you know.

16   There are requirements and guidelines they aren't being

17   enforced right now.  Thank you.

18                MR. WALTHER:  Thank you for your comments.

19   It's difficult to argue with you that there are probably

20   situations where the laws are not being enforced or

21   obeyed.  But whatever one has to ask themselves,

22   including legislatures, the public and the regulated,

23   is, you know, at what cost do we get a hundred percent

24   compliance?

25                I have worked in the area of regulation
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1   most of my career and I can tell you that the idea of a

2   law, having a law on the books in 95 or greater percent

3   of the cases is all that's required because the vast

4   majority of businesses are ethical and want to obey the

5   law.  They may need to be educated on what the law is,

6   the regulators may need to make a better effort to

7   communicate what the law requires in a given situation

8   and we can all participate in that process.

9                But we pass laws and create standards so

10   that the vast majority of those people subject to them

11   will do the right thing and do their best to comply.

12   Even those people will not comply a hundred percent of

13   the times and that's why we have examinations and that's

14   why our general approach to examinations is structural

15   as much as it is enforcement or regulatory.

16                We're out there trying to communicate what

17   our perception of compliance is so that people who want

18   to do the right thing will do the right thing and the

19   public will be protected.  But there is always going to

20   be a small percentage of people that don't care about

21   the law or will do what they can get away with and that

22   is always the challenge for the regulators to find those

23   people and to take appropriate action.

24                And when I hear this type of comments, all

25   I can say is, you know, give us the information.  If you
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1   have knowledge of a situation of flagrant abuse or

2   violation, bring it to our attention and then we will

3   investigate.  And if we don't, we will have no excuse

4   because we have the information.

5                But it's all rooted in practicality and

6   reality that, you know, we can't afford to have a

7   regulator out there on every street corner and we have

8   to give them workload that's reasonable and, you know,

9   we can't do much more than act on information that we

10   have.  So if you're aware of abuses and violations,

11   bring them to our attention and we will do the best we

12   can.

13                Any more on the issue of exempt, formerly

14   exempt companies?

15                MR. WADHAMS:  For the record, my name is

16   Jim Wadhams here on behalf of the Nevada Mortgage Banker

17   Association and I think your opening comments were

18   particularly pertinent, that the repeal of one of 10

19   exemptions does not repeal exemptions.  And that these

20   issues can be complex both in fact and in law and each

21   individual circumstance will have to be reviewed.

22                I think that's an important note,

23   particularly given some of the subsequent comments or

24   questions that have come out.  Each entity will have to

25   evaluate its status under the remaining nine exemptions.
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1   Under 645E subsection three it clearly states an

2   exemption is not lost until that entity fails to qualify

3   for any one of the exemptions.

4                I also note that logistically the

5   exemptions that have been previously issued by the prior

6   agency do not denominate any subsection of exemption.

7   To the extent that the agent wishes to do that, you

8   might want to reformat those forms in the future, but

9   you're certificates simply categorize the certificate as

10   being an exemption under either 645B or 645E.

11                I think the only other comments I had at

12   this point in time is that I share some frustration

13   expressed on bricks and mortar and internet lending.  We

14   never seem quite close to closing the loop on

15   regulations of lending and I think that's a frustration

16   that many of us feel.

17                This particular section though I think as

18   you stated in your opening statements may require review

19   of the legislative intent and the action of the two

20   committees in the legislature that reviewed this

21   election.

22                The other comments I wanted to make is I

23   think this whole process is timely and appropriate.

24   Some of the regulations that previously existed that

25   this new regulation will displace I think it's well
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1   worth reviewing those.  Quite frankly I would recommend

2   that you retain the former regulatory exemption for

3   wholesalers that is not predated in the statute, but

4   probably has a worthwhile purpose into the future and I

5   think should be readopted as a regulation in the future.

6                The other issue that I think is important

7   is the statutory distinction between brokers and

8   bankers.  And I think your comment was instructive that

9   the exemption really is the same status on both.  But I

10   think it's important to point out that it is only 645E

11   licensees who have the authority to lend their own

12   money, that licensing is indicated in 645E both the

13   current law as the law was amended.  That language does

14   not appear in 645B as amended.  I think those

15   distinctions will help guide people as they determine

16   which license they need.

17                I will suggest that part of what you have

18   been trying to accomplish so far is to minimize the

19   paperwork necessary to accomplish the regulation as

20   required by the legislature and redundant licensing

21   would seem to be just more workload to what will

22   certainly be a heavily burdened staff.  Appreciate it.

23                MR. WALTHER:  Thanks, Mr. Wadhams.  Follow

24   up on a couple those things.  I think the bill itself

25   recognizes that existing regulations interpreting or
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1   applying these chapters will just be appropriately

2   renumbered.

3                So using your example of the wholesale

4   lender regulation that exists, that which I would call

5   an interpreting regulation of the statute, and I agree

6   it's helpful in that situation.  As far as guidance and

7   the licensing question will be retained unless the new

8   commissioner decided to repeal or amend it.  So that

9   will happen automatically.

10                The issue of bricks and mortar, I'm

11   surprised we haven't gotten into that more.  I am

12   getting some questions from companies that didn't have

13   to face that issue as the holder of an exempt

14   certificate, but are now if they determine that they

15   need a broker's license.

16                And I think it's reasonably clear that our

17   645 law contemplates a Nevada principle office for your

18   license and a Nevada office for all your licensed

19   branches.  And I have begun to get questions from

20   companies that, you know, are based in Texas or Chicago

21   or New York that does this mean I can't advertise in

22   your state to a central location for them to submit an

23   application or I can't do back office type operations

24   outside your state?  Or some are in the situation where

25   they have no office in the state and yet they were the
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1   holder of an exempt certificate, wanted to continue to

2   advertise here and does this mean I've got to get an

3   office in the state?

4                These are all issues that we're having to

5   deal with.  I frankly would have liked to have seen the

6   repeal of the category six exemption have been done with

7   a little more thought to those issues and addressing

8   those issues, but we're stuck with the situation that

9   the exemption is just gone and we have got to apply the

10   laws that exist to those companies.

11                It seems to me in a pure strictly

12   interpreted in state office requirement are a hold-over

13   from the past when the business was different and the

14   economy was different and that we should be moving

15   forward on that issue to accommodate today's business

16   reality and yet retain control over the regulation of

17   the business, but we're very limited in what we can do

18   in the regulation area absent more legislation on this

19   issue because the legislature didn't give us any

20   guidance.  The legislature didn't say like it did in

21   645E that we can license a banker outside the state.  We

22   can just go ahead and license that Chicago office.  We

23   can't do that with brokers.

24                So I imagine that's just going to be an

25   issue.  If you've got comments on a position or a
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1   position on that, what you'd like to see, participate in

2   the legislative process and send us comments on these

3   regulations.

4                The issue of what I understood from

5   Mr. Wadhams' comments to be kind of an exclusive nature

6   of the authority granted by 645 and I'm not sure I agree

7   with that.  My understanding is from reading the

8   language as well as the legislative history of that

9   chapter, the way it was enacted was that it was supposed

10   to be a subset of the authority granted by 645B and even

11   though 645B in its definition of brokering activities

12   maybe doesn't use the exact language in the definition

13   in 645E of banking activities, in my opinion doesn't

14   necessarily mean that a 645E banker can do things that a

15   broker can't.

16                The 645B definition as I read it seems much

17   broader, says you can make mortgage loans.  It doesn't

18   restrict you to brokering loans.  It includes brokering

19   activities, but says you can make mortgage loans.  I

20   would assume that means you can make mortgage loans

21   using your own money if you want.  But if the legitimate

22   issue is raised on interpretation, we'll have to deal

23   with that, but that's the way I read the statutes now.

24                Any other comments on the issue of

25   exemption companies becoming licensed?
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1                (Recess.)

2                MR. WALTHER:  We'll go back on the record

3   and continue with the workshop.  Thanks for reminding me

4   to take the break.  It's my intent to just go through.

5   We're not going to break for lunch.  Hopefully that will

6   be an incentive to move quickly.  I'm not sure if we

7   even have the room in the afternoon and I've got a plane

8   to catch, so we're just going to plow ahead here.

9   6.  EXAMINATION PROCEDURES FOR ESCROW AGENTS AND

10   AGENCIES, MORTGAGE BROKERS AND MORTGAGE BANKERS.

11                MR. WALTHER:  The next issue is examination

12   procedures for escrow agents and agencies, mortgage

13   brokers and mortgage bankers.

14                I wasn't aware because I am fairly new to

15   the current activities of the Financial Institutions

16   Division had started a process of adopting temporary

17   regulations on that that address examination issues and

18   I had copies of that temporary regulation up at the

19   desk.  I don't know if everyone got a copy, but if you

20   didn't and you want one, leave me your card and I'll see

21   that you get one.  And I also will plan to post that

22   temporary reg on the Financial Institutions site as well

23   as the MLD site when that's up and running.

24                I really don't want to -- I mean you can

25   comment on that regulation.  I wasn't involved in the
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1   process of adopting it and all I can really do is take

2   your comments and pass them along to the new

3   commissioner and we will have to make the decisions on

4   whether to make that temporary regulation permanent.  We

5   do have to go through this process again because we

6   adopted it while the legislature was in session or

7   immediately prior and the law requires we go through the

8   process again.

9                I do intend, unless legal counsel advises

10   otherwise, that this workshop since we did advertise

11   that we were going to discuss examination procedures,

12   will serve as the workshop for the purposes of making

13   that temporary regulation permanent and I will invite

14   comments on the issue generally.

15                I have no general comments on the work that

16   was done on that temporary regulation.  I have no

17   present plans to make any further recommendations on

18   examination procedures.  I think they need to be

19   flexible and general enough so that the examiners can

20   react to whatever the situation calls for in their

21   examinations.

22                So does anyone have any comments on item

23   six, examination procedures for escrow agents, agencies,

24   brokers and bankers?

25                MR. WADHAMS:  Good morning.  For the record
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1   my name is Jim Wadhams on behalf of Nevada Mortgage

2   Bankers Association.  I think this comment is more

3   general than just as it might emanate from mortgage

4   bankers, but it is a concern that those entities that

5   have fully audited financial statements are not

6   subjected to additional examination.  I suspect that

7   there is an opportunity for that to be developed as the

8   regulation is further considered, but I think that's an

9   important point that we don't engage in any more

10   regulation than is necessary to accomplish the

11   legislative intent.  Thank you.

12                MR. WALTHER:  Thank you.  I think

13   recognizing the differences in the level of oversight of

14   companies in this business is a reasonable thing.  I

15   think we're going to recommend to the new commissioner

16   that especially with regard to the companies formerly

17   exempt under category six that we do some research and

18   educate ourselves and what that oversight is both

19   legally and as a practical matter so that we can tailor

20   our regulatory program to fit within that framework and

21   not repeat it or be redundant.

22                However, in order to do that, we need to

23   learn more about what that level of oversight is if

24   you've got those federal approvals, what does that mean,

25   what does that actually subject you to and we will be in
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1   the process of examining that.  However, we haven't gone

2   through that process yet and therefore I don't have any

3   specific goals other than those general ones.

4                Any other comments on examination

5   procedures?

6                MR. MOHLER:  Charles Mohler, Eagle Mortgage

7   Company.  On your temporary regulations section six,

8   paragraph four, just for clarification, you've got the

9   results of the annual examination may not be open to

10   public inspection pursuant to NRS 645B.090 until any

11   objections made by licenses examined have been submitted

12   to the commissioner.  It's my understanding those are

13   open to public inspection at any point in time whether

14   it has been reviewed and approved by the licensee and

15   the examiner that the ratings are always kept private.

16   Is that correct?

17                MR. WALTHER:  I know that's been the policy

18   of the Division.  I'm not sure, since I wasn't involved

19   in these regulations, that that was attempted to be

20   changed by this, so I really can't comment.  However,

21   regardless of what the policy is on confidentiality,

22   examination reports are still subject to subpoena by

23   court order and litigation and are routinely disclosed

24   through those means.  I think this is just as I read

25   it's just trying to make it clear.  It's not a formal
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1   final document until this review process completed.

2                MR. MOHLER:  Okay.  I just didn't know if

3   there is the likelihood of people using it for

4   advertising and in our understanding in the past you

5   know your rating, whatever it was, and you just kept it

6   quiet and whether that's intended to still be ongoing.

7                MR. WALTHER:  Like I said, I can't respond

8   specifically as to that, but I don't think that policy

9   has changed.  I think the current administration and

10   with this record and the new commissioner will consider

11   the potential abuses of making those reports public as a

12   general practice, that it has always been the policy and

13   position that those are between the regulator and the

14   regulated as instructional and on rare occasions become

15   involved in litigation and made public if there's a

16   problem that needs to be addressed.  But I don't see why

17   that policy wouldn't continue because there are very

18   real abuses that could follow from making ratings and

19   written exam reports fully and freely available to the

20   public.

21                MR. MOHLER:  Yes.  We concur with that, to

22   stay with that position.  I just wanted to make sure it

23   wasn't slipping through the cracks with this wording.

24                MR. WALTHER:  Thank you.  Any other

25   comments on examination procedures?  If not, we'll move
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1   on to item seven.

2   7.  THE ASSESSMENT OF COSTS FOR SERVICES PROVIDED BY A

3   CERTIFIED PUBLIC ACCOUNTANT PURSUANT TO SECTION 12 OF AB

4   490.

5                MR. WALTHER:  Assessment of cost for

6   services provided by certified public accountants

7   pursuant to section 12 of AB 490.

8                The Financial Institutions Division has for

9   years employed a CPA for which it separately assesses

10   the financial institutions that are within its

11   jurisdiction.  That practice is continuing in a sense

12   with the new Division.  The intent at least initially is

13   to use the same CPA the Financial Institutions is using

14   to review financial statements and so on and just pay

15   for the actual cost of that review on a contractor

16   basis.  Obviously that's subject to change if the

17   workload is different, but our proposal is to treat this

18   issue the same way it's been treated for years in the

19   Financial Institutions Division, which is to simply

20   identify what that cost is.  In this case it will be a

21   percentage of what the CPA value and benefits are that

22   we're actually using that CPA and then assess and

23   basically divide that cost among each licensee under MLD

24   jurisdiction.

25                It's my understanding it's been a pretty
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1   nominal assessment in the past.  It may change a little

2   bit, I would think if anything it would go down, but

3   that's the way we propose to handle it.

4                Anyone have any comments on assessing for

5   the cost of the CPA?

6   8.  THE ESTABLISHMENT OF A RATE FOR SUPERVISION AND

7   EXAMINATION OF ESCROW AGENTS AND AGENCIES, MORTGAGE

8   BROKERS AND MORTGAGE BANKERS PURSUANT TO SECTION 15 OF

9   AB 490.

10                MR. WALTHER:  All right.  We will move on

11   to eight which is really a similar thing, although we do

12   need to establish by regulation the rate for supervision

13   and examination.  Right now there's an hourly rate

14   established by legislation and/or there's a regulation

15   that authorized the establishment of the hourly rate.  I

16   have no intent at present to change that hourly rate.

17   I'm not sure exactly what it is.  You can tell me

18   better.  Is it $40 an hour for examination?

19                MR. REED:  40.

20                MR. WALTHER:  40?  We're at least out of

21   the box we're going to keep that rate.  If workload

22   requires more funding, we may change it in the future,

23   but I wasn't trying to alarm anyone by putting this in

24   the reg, but we do need to establish some mechanism with

25   the new agency to assess that rate.
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1                Anyone have any comments on that?

2   9.  THE ASSESSMENT FOR COSTS OF SERVICES PROVIDED BY THE

3   ATTORNEY GENERAL'S OFFICE PURSUANT TO SECTION 16 OF AB

4   490.

5                MR. WALTHER:  All right.  We will move to

6   number nine, assessment of costs of services provided by

7   the Attorney General's office pursuant to section 16 of

8   AB 490.

9                This is kind of an interesting story.  The

10   Financial Institutions Division in this last session had

11   a bill to become a true self-funded agency.  It had

12   always funded itself by basically borrowing from the

13   state general fund and then repaying that loan at the

14   end of the year even though most of its fee income for

15   the year were sufficient to support its operations, it

16   was more of a cash flow problem.

17                Well, with the state budget in the shape it

18   was in this session, they wanted to fix that cash flow

19   problem for the general fund, so they asked us to

20   introduce a bill to make Financial Institutions

21   completely self-funded.

22                During the process of hearings on that

23   bill, we got our bill from the Attorney General's office

24   and it was a rather large bill and it's due to a number

25   of factors.  I think a lot of state agencies were a
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1   little shocked and upset over the size of the AG bill

2   without recognizing that the AG's office is a very large

3   law firm and hires a lot of professionals and we're not

4   just paying them an hourly rate, we're basically having

5   to pay whatever our share is to run the office.

6                In any event, the bill, we got the bill at

7   an inopportune time.  We were hearing the Financial

8   Institutions self-funding bill and some legislators were

9   very concerned about the size of the AG bill and

10   suggested that we bill for those AG services in agencies

11   like ourselves which are basically self-supporting, that

12   we charge for the cost of our AG services to the

13   industries that created the need for those services.

14                So in the statute, and we don't -- it's

15   pretty well spelled out in the statute how we're to go

16   about doing that, but basically we're going to take

17   whatever bill we got from the Attorney General's office

18   that relates to these chapters, 645B, 645E and 645A, and

19   they are going to provide us time records that show they

20   spent this many hours working on those chapters and

21   we're going to divide that cost among all the licensees

22   that are under those chapters.  It's really pretty

23   simple.

24                But as you can imagine, 645B there are some

25   ongoing cases that are generating billable hours from
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1   the Attorney General's office.  We don't have much

2   choice; we have to bill for those services and pass that

3   along to the industry and we intend to do that pursuant

4   to the statute.

5                Anyone have any comments on the issue of AG

6   cost allocation?

7                MR. WADHAMS:  Jim Wadhams on behalf of

8   Nevada Mortgage Brokers.  I'm not entirely sure I

9   understood that.  If there is an entity and you have an

10   active case, why would not those fees payable to the

11   Attorney General be recovered as costs?

12                MR. WALTHER:  That is provided for in the

13   statute, any assessment is offset by any amounts we

14   collect in specific cases.  So when we are in a specific

15   case and we're able to recover those costs, that will

16   reduce the bill that we need to allocate to the rest of

17   the industry.  We're talking about costs that are not

18   allocatable in a specific case and collected because you

19   can get attorney's fees award a lot of times and not

20   collect.

21                MR. WADHAMS:  Is that information available

22   generally to the public so that the licensees can verify

23   the diligence of the agency in seeking to recover the

24   attorney's fees?

25                MR. WALTHER:  You know, I couldn't
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1   specifically answer that.  Litigation is public.  You

2   would be able to see that attorney's fees were awarded.

3   I imagine to some extent at least the agency's efforts

4   to collect them would be discoverable.

5                However, you know, litigation in the area

6   of regulations you're very often dealing with litigation

7   relating to failing companies and failing companies are

8   failing for a reason, you know, not the least of which

9   is inability to pay their creditors.  So you can try

10   your hardest to collect some of those awards and fail in

11   the process.

12                I can tell you that it's going to be

13   allocated to the specific chapters so if you're a 645E

14   licensee that doesn't have a lot of litigation, you're

15   not going to get that part of the bill.  If it's a big

16   case and it's happening under 645B, it's 645B licensees

17   that are going to get that assessment.  And it's really

18   not -- it's a difference in the way it's being

19   collected.

20                This is still a cost of doing business,

21   this has all been a cost of Financial Institutions doing

22   business.  It was just assessed, you know, it was

23   absorbed in the overall overhead of the agency and it

24   was only this session that the legislators wanted to try

25   to break it out and pinpoint it more directly to the
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1   industry that's causing the cost.

2                Any other comments?

3                MS. SCHRAMEL:  Diane Schramel, Summerlin

4   Mortgage.  I would see this could be a huge number

5   because we don't know what the number is, what the cost

6   is from the AG office and also that could relate to the

7   ineptness of the Financial Institutions Division.  So

8   now as an industry we're supposed to be responsible for

9   the attorney's fees for litigation for possible lack of

10   supervision by FID?

11                I mean we already heard comments from

12   people this the industry and it's widely known that

13   there are many, many abuses of which your statement was

14   it's probably 90 or 95 percent of the people comply, but

15   that just isn't the case.  And as when we're in the

16   industry we know what exists and what kind of abuses

17   occur and we know what things are not being supervised

18   by the FID.

19                So now if you take and extrapolate that and

20   say now we're going to have lawsuits that because of a

21   failing company that wasn't supervised properly, then as

22   the industry we're going to be responsible for that?

23   That then seems like that would create new lawsuits to

24   counteract the legal fees.

25                I see passing on fees, but when you don't
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1   have -- you don't know what those are and who is

2   supposed to be responsible for it, is that number going

3   to be -- what's that number going to be?  And nobody

4   knows what that number is.

5                MR. WALTHER:  I don't know what the number

6   is going to be.  I can say that the industry has already

7   over the years supported the cost of AG representation.

8   We're required by statute to use the Attorney General

9   and even though those costs have gone up, the Attorney

10   General's office is still pretty much a bargain for

11   agencies compared to having to hire attorneys in the

12   private industry.

13                As far as having control, I don't know how

14   to respond to that.  The attorney/client relationship is

15   special.  There's only so much you can delve into that.

16   The normal avenues for complaining about an agency's

17   performance are still available and always have been.

18   As far as writing letters or going up the chain of

19   command in state governments and letting those people

20   know if you feel that there are problems at an agency

21   that aren't being addressed, so I don't want to unduly

22   alarm anyone.

23                This is a cost that we always had from the

24   litigation.  It's not in any kind of an explosive state.

25   There have been some big cases in the past decade.
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1   There were some big cases in the eighties.  Fortunately

2   we get breaks from them, too, of relative of calm in the

3   industry and, you know, it somebody has to pay these

4   costs, this is the cost of regulation.

5                MS. SCHRAMEL:  But if you're going to say

6   that you're going to pass on those costs, then it seems

7   to me you have to have some kind of means for revenue on

8   the other side to counter-balance those costs.  So at

9   the same time you're saying you're going to keep the

10   auditing costs, the same, the $40, and if you look at

11   the licensing cost you could have bonds, for example,

12   that people would have to have because you're in a

13   situation where litigation occurs because of failing

14   issues with the company who is failing, we read about it

15   in the newspaper right now there's one.  So that is an

16   example of something that we would then as an industry

17   have to be responsible for paying that, footing that

18   bill.

19                MR. WALTHER:  Well, working on cases such

20   as that are what generates Attorney General costs.  It's

21   not only that though.  It's regulations, it's

22   representation at the legislature.  It's making

23   interpretation and issuing opinions and if it's some

24   type of case where you deny a license and they get a

25   hearing, we need to be represented or we take a license
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1   away and there's a hearing we need to have been

2   represented.

3                It's not all just failing companies and

4   although the failing companies seem to gather more

5   attention, there is always going to be Attorney General

6   expense and I can't predict how that allocation is going

7   to come out this time, but roughly it's an expense that

8   we have had historically and the industries that are

9   regulated have been paying it.  They just haven't been

10   it if in a way that lets them see exactly what the bill

11   was and what they are being assessed as it is under this

12   feature.

13                MS. SCHRAMEL:  Under this feature, those

14   are incorporated into that the cost of doing business

15   that way, is that what you're saying?  So you would be

16   if you were in the medical profession and you have a fee

17   that you pay a licensing fee, you're saying included in

18   that fee is that cost?

19                MR. WALTHER:  I can't speak to other

20   industries, but in Financial Institutions basically it

21   was set up so that whatever it cost to operate that

22   agency was assessed to the industries regulated by that

23   agency.

24                The AG cost just wasn't separated out.  It

25   was part of the overall cost of running the agency and
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1   the fees and the assessments to the regulated industries

2   supported recovering that cost.  That is continuing with

3   the new agency.  It's just that the legislature has now

4   instructed us to break out the cost of the Attorney

5   General's portion of it to the specific NRS chapters

6   that they are billing their time to.

7                MS. SCHRAMEL:  And then was that bill

8   passed on?

9                MR. WALTHER:  Right.

10                MS. SCHRAMEL:  So that's specified

11   statutorily or legislatively?

12                MR. WALTHER:  That's correct.  We don't

13   have any choice.

14                MS. SCHRAMEL:  Okay.  So there is no

15   discussion about that, there's no -- are you looking of

16   how that's going to occur or are you looking at how

17   you're going to procedurally do that or --

18                MR. WALTHER:  That's within the statutory

19   limits.  There is discussion for putting a finer point

20   on it or discussing the details or the administration of

21   it.  Right now what we have put into place is a

22   quarterly report system so that on a quarterly basis we

23   will get a record from the Attorney General's office of

24   the time spent on these various NRS chapters and we will

25   use that information along with their billing for the
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1   year to divide that out and just do the math to

2   determine what we need to collect from what industry.  I

3   suppose there's room to discuss how you want to do that.

4   Would you rather get a monthly bill for the AG or --

5                MS. SCHRAMEL:  I don't know.

6                MR. WALTHER:  As an example.

7                MS. SCHRAMEL:  Depending on what the bill

8   is, you said earlier that the bill was huge that you got

9   from the AG office.

10                MR. WALTHER:  It was huge in comparison, it

11   was huge in the sense that it was the first time we ever

12   had a separate bill from the Attorney General.  And I

13   can't really go into it without going even beyond any

14   expertise how the state budget works, but the AG was in

15   the past part of a state wide assessment what state

16   agencies just had built into that budget.  No one ever

17   really saw it.  It was if they needed X dollars for the

18   AG, it was put into their budget and paid for out of the

19   general fund.  And in the process of making Financial

20   Institutions a true self-funding agency, it couldn't be

21   -- it couldn't be subsidized in effect in a way.  It had

22   to be specifically assessed.

23                So for the first time we saw what our

24   specific portion of the AG assessment was and it was,

25   yeah, it was shocking because it was the first time we
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1   ever saw the process.  It wasn't shocking in the sense

2   of the overall bill and what we got for our money.  The

3   entire Financial Institutions bill for a two year period

4   -- well, maybe it was just one year, it was I think in

5   the range of $320,000, but that is for banks, credit

6   unions, mortgage companies, escrows, that's for a whole

7   host of industries that are regulated by that agency and

8   if you've got similar services in the private industry I

9   can guarantee you it would be more than that.

10                MS. SCHRAMEL:  You would take that bill and

11   split it between all those different -- they would have

12   to bill out specifically to whatever that particular

13   agency was that they were?

14                MR. WALTHER:  As an example, let's use that

15   round figure.  You would take to 320,000 and you would

16   first break off what was attributable to the non MLD,

17   then there's a certain percentage of that that goes off

18   the top which Financial Institutions is going to have to

19   assess its contingent, its regulated industries.

20                The remainder of whatever that is would be

21   broken down by time to what portion of that bill relates

22   to time spent on escrow versus mortgage broker versus

23   mortgage banker.  And say there was an escrow agency

24   that is failing or going under, we need to put them in

25   receivership, that part of the bill would go to the
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1   escrow industry.

2                MS. SCHRAMEL:  So will we be getting a

3   report or something just like when we get the notice of

4   the CPA bill, for example, they give us a breakdown and

5   tell us what it is?

6                MR. WALTHER:  When we assess for that, we

7   will tell you the basis of our assessment and we're

8   doing this for the first time, too.  So I'm sure we will

9   get feedback and I imagine might be on the agenda for

10   the next session whether this is a good idea to do it

11   this way.  It wasn't my idea.

12                MS. SCHRAMEL:  I don't necessarily think

13   it's a bad idea, it's just that the idea that there's

14   the other fees for it that haven't been included in the

15   analysis and that's what I'm concerned about where you

16   don't have the fees, appropriate fees for offices, for

17   example, or people who when you talked about brick and

18   for mortar come in from out of state those should be

19   looked at because that's all the part of doing business

20   if it's going to be a self-contained industry and that's

21   what needs to be done so those costs are covered.

22   That's presumably where you're trying to get to, right,

23   with the Mortgage Lending Division?

24                MR. WALTHER:  That's the process we're

25   going through.  We have made a budget presentation that
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1   is going to be heard by your internal financial

2   committee in a couple of weeks.  And we will -- all we

3   can do is take our best shot and make our best estimate

4   and that's what we have done.

5                Over the next couple years we're going to

6   be learning a lot about what does it take to run a

7   separate mortgage regulatory company and we will be

8   examining that and our purposed next budget bill will

9   reflect what we have learned in that process.

10                MS. SCHRAMEL:  Thank you.

11                MR. LEE:  Mr. Walther, I'm Keith Lee again

12   for Responsible Mortgage Lenders Coalition.  I think the

13   great heartburn that the industry will have with this

14   they have no control over those costs.  In the private

15   sector if a company hires a lawyer, it has some control

16   over the work that lawyer does, some accountability for

17   that work.  There's a direct relationship between the

18   payor of the bill and the attorney that's incurring the

19   bill and in this case there's not; it's the Financial

20   Institutions Division or in this case the mortgage

21   lending division saying to the Attorney General we need

22   this legal counsel.

23                I think given that there also has to be

24   some accountability built into this, whether or not it

25   is entities that are being assessed, we have to have at
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1   least some information other than a bill that says your

2   share of the attorneys fees pursuant to section 16 of AB

3   490 is such and such.

4                MR. WALTHER:  Well, and I appreciate that

5   comment, but you should understand, too, that that issue

6   goes both ways.  The agencies don't have the same

7   control that a private industry company would have over

8   their legal expenses.  We're required to use the

9   Attorney General's office.  We don't have the same type

10   of attorney-client relationship that private industry

11   parties have with that office or with the attorneys.  We

12   get assigned attorneys and we don't get billed the same

13   way.  I don't think there are the private law offices

14   that just can send a bill out based and what their total

15   expenses were and what's basically what the Attorney

16   General's office does.

17                MR. LEE:  I understand that and I don't

18   disagree with that.  I understand it's a separate

19   relationship.  But I am suggesting to you that the

20   heartburn that the industry will have is that they don't

21   have any sense they have control over those costs.

22                But let me suggest I think you have the

23   authority under section 16 that the funds for mortgage

24   lending is created and all the fees, assessments, fines,

25   penalties, including the assessment for legal counsel,
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1   go into a mortgage lending fund and at the end of the

2   year, those funds don't revert to the general funds.

3                Assuming there's a surplus in there, I

4   would suggest perhaps you consider in the regulations to

5   implement this particular section that that surplus or a

6   certain percent and of that surplus go to offset

7   Attorney General's fees for the next year or whatever

8   that is so at least there's an indication back to the

9   industry that listen, we're sensitive to this, this is

10   an open ended bill not that you created, but the

11   legislature created, but we within the Division are

12   seeking at least to do what we can within the limited

13   parameters we have to reduce to what the fees might be,

14   to take all of that surplus and apply it against the

15   Attorney General's fees.

16                MR. WALTHER:  If you can make an argument

17   for us to do that within the statutory intent, I'd like

18   to see it.

19                MR. LEE:  I would do that.  Again I think

20   you have the authority for any other reasonable basis

21   adopted by the commissioner to do that assessment.  I

22   think that I would argue would give you the authority to

23   do that.  We can talk about that off line.  Thank you.

24                MR. WALTHER:  All right.  Any other

25   comments on the AG assessment?
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1                MS. WILLIAMS:  Linda Williams.  Just

2   curious when did the billing for this intend to start

3   and have you decided if it's going to be annual or

4   monthly or how is that that process going?

5                MR. WALTHER:  The law became effective July

6   1st.  We have yet to receive our first quarterly report

7   from the Attorney General's office and that is not that

8   doesn't supply the complete answer.  It gives us a

9   breakdown of hours, so it allows us to break out some

10   percentages, but I don't know when we get the Attorney

11   General's bill and how they do it.  It could be that we

12   won't get it till the next fiscal or year or towards the

13   end of this fiscal year.  Those details still need to be

14   worked out.

15                What we're getting on a quarterly basis is

16   just the breakdown of time and the intent of that is so

17   that we can exercise some control.  I mean if we see a

18   big spike in a particular area, we can examine why that

19   is taking place and we can examine what exact services

20   are being provided that causes this and make adjustments

21   if we need to.  So I can't answer your question in much

22   detail other than that.

23                MS. WILLIAMS:  How far back will the bill

24   go for the passing onto the brokers and the bankers?  Is

25   it just as of that bill June 1 or how far back are they
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1   going to go?

2                MR. WALTHER:  My understanding it's like a

3   historical picture that's used for future billing

4   purposes.  So it's not even a present time type of

5   thing.  It's the bill that we got to include in our

6   budget for starting July 1st and that bill is already

7   included in our budget, it's built in, is based on AG

8   time information that's two years old.  And again it's

9   not based just on hours, it's basically a percentage of

10   their total operating budget.

11                So these are all very good questions and I

12   think this whole thing is going to generate some

13   discussion with the Attorney General's office.

14                MS. WILLIAMS:  We can't ask him any

15   questions?

16                MR. WALTHER:  No.  He's not the one you

17   would ask anyway, but just what services do they provide

18   and how do they keep their own overhead down, and you

19   know, I think these questions will be asked, but

20   unfortunately I'm not in a position to answer them.  I

21   don't have any control over that.

22                MS. WILLIAMS:  When they split that up, is

23   it going to make a difference whether it's a one man

24   shop or if there's multiple locations under that license

25   or if they are out of state?  Is there going to be -- is
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1   one going to pay the same amount so no matter what they

2   have, has that been determined?

3                MR. WALTHER:  I think at least initially

4   the intent is to divide it equally among those that it

5   needs to be divided among.

6                MS. WILLIAMS:  Thank you.

7                MR. WALTHER:  Anything else on the AG cost

8   of allocation?

9                MR. WADHAMS:  Mr. Walther, with your

10   permission, I know I spoke to some degree about this.  I

11   think it was Mr. Lee said under the section of AB 490,

12   section 16, the legislature has given the agency the

13   discretion to do this and therefore that imputes an

14   agency to exercise that discretion, it will have general

15   applicability, which I think under 233B and the

16   requirements that you adopt that method of assessment by

17   regulation.

18                So this process will probably have to be

19   done by regulation.  In a letter that I had submitted

20   previously I suggested that this workshop should have

21   included a consideration of the one regulation that was

22   required by statute and that is the practice before the

23   Division which includes adoption of regulations,

24   hearings, contested matters and the like.

25                At the risk of being somewhat presumptious,
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1   I have prepared a template of what that might look like,

2   simply extracted from other practice regs.  I could not

3   find one that would apply in this agency, so I've just

4   used ones that's been used in other agencies.  But I

5   think that sets up the circumstance where the

6   regulations can be reviewed and since this one is

7   required, we would suggest it's incumbent upon this

8   agency to consider this.

9                I am not filing this under the obligatory

10   consideration under 233, just offering it for the

11   consideration in the interim period.

12                MR. WALTHER:  We will be sending that to

13   the commissioner.

14                MR. WADHAMS:  I can hand it to you and I'll

15   also leave copies.

16                MR. WALTHER:  We do have rules of practice

17   for the department that apply to all the under NAC 232.

18   They will deal with advisory opinions and declaratory

19   rulings.  They don't purport to cover the practice

20   specifications or hearings.  This is going to require

21   more AG help you realize.

22   10.  THE POSSIBLE ESTABLISHMENT OF A SYSTEM FOR THE

23   DIVISION OF MORTGAGE LENDING TO CONDUCT BUSINESS

24   ELECTRONICALLY OVER THE INTERNET INCLUDING THE

25   ESTABLISHMENT OF FEES TO CONDUCT BUSINESS IN THAT
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1   MANNER.

2                MR. WALTHER:  We will move on to the last

3   issue which is the possible establishment of the system

4   for the Division of Mortgage Lending to conduct business

5   electronically over the internet including the

6   establishment of fees to conduct business in that

7   manner.

8                As part of AB 490 I included language that

9   we had in the Real Estate Division's general

10   housekeeping bill which is the exact same language found

11   in AB 490 and this was just to position ourselves to be

12   able to offer more services over the internet.

13                Our general approach on this is that we

14   will continue to strive to improve our website.  I think

15   you'll see when the MLD website gets announced that it's

16   an improvement over the existing site.  It will be more

17   interactive.  It will be by comparison to what's

18   available out there technology wise still pretty low

19   tech, interactive forms, maybe a searchable database.

20   There's things that don't cost anything we're doing with

21   our existing staff so we have no need to charge separate

22   fee.

23                If we get into things like electronic

24   registration or renewal, to the state we need to

25   contract with someone to process those credit cards
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1   transactions, we need help probably building that part

2   of our site and we don't have a budget for that.  We

3   would need to establish some kind of a convenience fee

4   to do that I think it would be relatively nominal

5   compared to the convenience you would get from being

6   able to renew on-line, but we're not there yet and we

7   don't have any specific proposals.

8                The Real Estate Division is our first

9   agency in the entire Department of Business and Industry

10   that is reasonably close to having credit card

11   transactions over the internet.  And even that is

12   probably at least a year away.  We intend to follow in

13   the direction they go in and I think in about a year we

14   will be reassessing our licensing system and our website

15   presence.  And if it's feasible I would like to

16   eventually get to where we're renewing licenses and

17   doing financial transactions on line.  And perhaps the

18   cost by then will be down where they can just be

19   absorbed generally in the agency's budget.  If not, we

20   may have a fee.

21                So generally we're trying to get up to

22   speed with private industry on our website and what we

23   can do electronically.  I know we're behind the curve as

24   is all state government with maybe a couple exceptions,

25   like DMV, Secretary of State, that have a very well
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1   established web presence.

2                We will try to improve things as we can

3   within our staff and resources and I am certainly open

4   to ideas on what we can use our website for.  There are

5   low tech things that we can do within our resources that

6   might make it more useful tool for yourself.  And what

7   we lack is just the idea.

8                So if people have ideas on what kind of

9   information they'd like to see on the website, what kind

10   of interaction they would like to see with the website,

11   things that can be done with our existing staff and

12   expertise we will certainly consider and try to

13   incorporate that in.

14                And as I mentioned at the outset, we do

15   intended to establish a means for licensees to agree to

16   communicate with us through e-mail.  A lot of people

17   like e-mail and would prefer to do business that way.

18   If you're one of those we will like to get your e-mail

19   address and start doing business with you that way.  If

20   you're not comfortable with that, it's your option.  But

21   we will be over the next month or so we will be making

22   that option available.

23                Any comments on the doing business

24   electronically issue?

25                MR. BURTON:  I'm David Burton and I feel
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1   you should charge a fee for people who don't do business

2   electronically rather than charge people that want to do

3   business electronically because the cost of you

4   processing it manually when somebody sends in a fee

5   you've got I believe are probably as much or more than

6   what it would cost to do it electronically.

7                MR. WALTHER:  Unfortunately the statute

8   says otherwise; we can charge a fee for doing business

9   electronically, but not for doing business

10   electronically.

11                MR. BURTON:  Okay.

12                MR. WALTHER:  But I think well before we're

13   in a position to be able to do that as a practical

14   matter, you know, the cost will be down and these things

15   they won't be so exotic.  They will be package products.

16   I've been asking about credit card transactions for the

17   last two years and I've been waiting for the state to

18   offer just a package get a single vendor and we're

19   getting there.

20                MR. BURTON:  It's a percentage.

21                MR. WALTHER:  I think it's going to be slow

22   enough eventually that it will just be a part of our

23   operating budget and we won't have to charge a fee.

24   Either way, it will just be the way we do business.

25   People are frustrated with state agencies because they
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1   don't see the -- they don't see on our website the same

2   features they see in private industry's websites.  And

3   our only answer to that we have been building our

4   website by our own staff and in many cases our own staff

5   are teaching themselves how to use Front Page or

6   whatever.  So the public's gotten that service pretty

7   cheaply.

8                If we had to -- if we had to or mandated to

9   do credit card transactions today, we would have no

10   choice but to go hire a private company to do it and

11   they charge transaction fees and hourly rates to build

12   the website part of that, and you know, that's we have

13   no choice but to charge extra for that.

14                MR. BURTON:  There are minimal ways to

15   accomplish that and simple things like Pay Pal you can

16   sign up, get a Pay Pal account, people can go through a

17   process and use debit cards and use credit cards and

18   they have got a standard fee they charge and you could

19   simply for anyone wanting to do business could simply

20   add that to if they wanted to conduct business

21   electronically, you've got your basic fee of 175 for a

22   license and processing it through a credit card, it's an

23   additional 35 cents plus two or three percent and that

24   would simply be added onto that 175 and billed and it

25   would solve the problem.  It doesn't cost an enormous
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1   amount of money to set up so you can accept credit

2   cards.  You can transfer money electronically through

3   the postal service.

4                MR. WALTHER:  Well, I'm in favor of doing

5   this.  This is an issue that I'm going to have to hand

6   over to the new commissioner.

7                MR. BURTON:  Okay.

8                MR. WALTHER:  And just depending on that

9   person's background, it may get done sooner rather than

10   later.

11                MR. BURTON:  You seem to think it's going

12   to cost the state a great deal to set up and I think the

13   cost can be very minimal.

14                MR. WALTHER:  It may be, but it's not only

15   that component that you have to consider.  First of all,

16   you could never do applications on-line because you need

17   sworn statements and fingerprints and things that can't

18   be done on-line, renewals now I think require.  The

19   forms would have to be changed.  They require sworn

20   statements.  We have to examine and change our business

21   processes that we have in place currently and I'm not

22   adverse to examining that and moving in that direction,

23   but we're not there yet and it's not going to happen

24   overnight.

25                MR. BURTON:  The initial registration could
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1   be done on-line.  The need for the fingerprinting and

2   thing could have been required for submitted to the

3   states within a certain time frame.  There are certain

4   things that you cannot do on-line now that eventually

5   will be done at some point in the future.  There are

6   electronic signatures that are done now.  The only thing

7   you really can't do is fingerprinting and that's the

8   only time that a fingerprint is going to be taken is

9   when the person gets initially licensed.  Everything

10   else can be done.

11                You've got UPS delivery, you've got

12   deliveries and they have electronic signatures where the

13   person signs it and it's able to be tracked.  I think

14   that that technology will eventually catch up and will

15   be available to the state and is available to the

16   general public to some degree now.

17                MR. WALTHER:  I'm not arguing with you.  We

18   need to move in that direction, but compared to DMV or

19   Secretary of State, the numbers are not large for this

20   industry and I think the industry would rather have us

21   do this incrementally and evolutionary little smaller

22   steps.  If we tried to do this overnight, I think there

23   would be a price tag associated with it and we would

24   have to pass that on.  And you know all I can do is

25   suggest that the new commissioner look at this issue.  I
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1   just asked that AB 490 include in it a mechanism by

2   which we could recover those costs if we decided to move

3   in that direction.

4                MR. BURTON:  Thank you.

5                MR. WALTHER:  Well, unless there are

6   further comments electronic business or commerce, that

7   concludes the subject matter of this workshop.  I

8   appreciate everyone's comments, encourage people to

9   consider thinking about these issues and submit written

10   comments.  Written comments can be sent to the Financial

11   Institutions Division until you receive notice of the

12   new MLD address.  The new MLD website when it is ready

13   will be announced on the Financial Institutions Division

14   website.  So just continue to check there for

15   information on the actual physical establishment of the

16   new agency and how to do business with it.  Thank you

17   all for coming.

18                       (Workshop was concluded at

19                        12:25 p.m. )

20

21
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23

24

25
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